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Vision 


"A non-discriminatory, integrated and prosperous society living in a safe and sustainable 
environment, empowered by a sustainable social and economic infrastnjcture and 
opportunitiesforall". 


Mission 

The mission of the Municipality is to try and deliver services to the community of Ezinqoleni 
while striving to uplift it, socially and economically through the utilization of legislative 
processes and minimum resources to achieve the best expected by the community to 
continuously change itstandard of living forthe betten' 
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Glossary of Terms 


MIG 

Municipal Infrastructure Grant 

DBSA 

Development Bankof South Africa 

DWARD 

Departmentof WaterAffairsand Rural 
Development 

JIPSA 

J oint Initiative on Priority SkillsAcquisition 

ASGISA 

Accelarated and Shared Growth Initiative- 
South Africa 

IDP 

Integrated Development Plan 

SDBIP 

Service Deliveryand Budget 

Implementation Plan 

MSA 

Municipal SystemsAct 

MFMA 

Municipal Finance Management Act 

GDS 

Growthand Development Summit 

COGTA 

Corporate Govemance and Traditional 

Affairs 

EIA 

Environmental Impact Assessment 

DAEA 

Departmentof Agricultune and 

Environmenta 1 Affa irs 
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1.1 Executive Summary 


Ihe Ezinqoleni Local MunicipalHy'sAnnual Repoithasbeendeveloped 
accoiding to the piovisionsof Section 121ofthe Municipal Hnance 
ManagementAct(MFMA), 56of20Q3and Section46ofthe Local 
Govemment Municipal ^stems Act(MSA), 32 of 2000. 


Accoiding to the National Tieasuiy guidelinesfbrthe piepaiation of the 
Annual Repoit; the lepoitshould compiise five chapteisto leflectthe key 
activities undeitaken wHhin the oiganisation duiing the yearunderieview. A 
biiefsummationofwhatiscontained in eachchapterisoutlined below. 


ChapterlrlTiischaptercontainsthe geographic location ofthe Municipality 
as well as the population dynamics of the Local Municipality. Key to this 
chapter is the consultative processes that the Municipality embarked on, 
which led to the creation of ourlDP document. Ibe chaptertoucheson issues 
of govemance and how the Council isconstituted. 


Chapter2: Ibis chapter reports and highlights some ofthe key achievements 
and challengesof the organisation during the year under review. Ibough the 
Municipality had faced a number of challenges, but it continued to excel in 
service delivery aswould be reflected in the report itself. 


Chapter 3: Ibis chapter reports on the programmes designed by the 
Municipality to improve employment equity and skills development. It also 
highlights Human Resource Management Policiesand Practices that have 
been canied out to build staff capacity. To ensure transparency, issues of 
remuneration of SeniorManagement have also been covered. 


Chapter 4: Also key in this chapter is the fact that we have maintained our 
timely submission of the Annual Financial Statementsto the Auditor-General 
forauditing. In doing so, we have again received an unqualified Audit Report 
forthe yearended 30 J une 2009. 


Chapter 5: Ibis chapter reports on the progress on service delivery and 
development forthe yearunder review. Ibe format used in reporting isin line 
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with the National Tneasury guidelines Perfomnance progress is reported 
according to the five National KPAs and also highlights the challenges 
experienced as well as progress made in addressing those challenges Ihe 
increased compliance level is reflected by the timely preparation and 
approval of the IDP, Budget, SDBIP, PMS, Performance Contiects, Work-Place 
SkillsPlan and the Annual Financial Statements 


1.2 Legal Framework 


The 2010/2011 Annual Report has been prepared in accordance with the 
provisions of Section 121 of the Municipal Finance Management Act 
(MFMA), 56 of 2003 and Section 46 of the Local Govemment: Municipal 
Systems Act (MSA), 32 of 2000, and thereafter approved by the Municipal 
Council after following all the processes prescribed by Section 129 of the 
MFMA. In compliance with the provisions of the MFMA, thisAnnual Report 
wastabled by the Mayorat a Municipal Council meeting held on 24J anuary 
2012, as prescribed by Section 127 of the MFMA, and was thereafter 
publicised forcommentsfora period of 21 days, thisdone in termsof Section 
21(a) of the MSA. 


Ihe Annual Report was further considered by the Oversight Committee 
(SCOPA) established by the Municipal Council, as directed bySection 129 of 
the MFMA, to assistthe Municipal Council in considering the Annual Report. 
Ihe report of the Oversight Committee is included in the Annual Report and is 
therefore made public in termsof Section 21(a) of the MSA. 


In presenting this report for the financial year ended 30 J une 2011, we 
acknowledge progress made during the 2010/2011 financial year and the 
challenges that lie ahead. A detailed account of all the challenges and 
remedial actionsgoing forward hasbeen provided within thisreport. 


Mr. Khetha Zulu 
Municipal Manager 
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1.3 Mayor's Foreword 



CLLR M.A. MPISI 

MAYOR OF EZINQOLENI MUNICIPALITY 


His Worship, the Mayor 
Cllr. M.A. Mpisi 


9 



10 



1.4 Municipal Manager's Statement 



MUNICIPAL MANAGER 
KJ ZULU 


Mr. K.J. Zulu 
Municipal Manager 
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Audit Committee Chairperson’s Report 

We are pleased to present our report for the financial year ended 30 June 2011. 

1. Audit Committee Members and Attendance 

In terms of the Municipal Finance Management Act (MFMA) and the Audit 
Committee Charter, the Audit Committee as at the 30 June 2011, included four 
external independent members. None of the members were Councillors. Prior to the 
review and subsequent Council approval of the Audit Committee Charter in June 
2011, the membership composition of the Audit Committee included the Municipal 
Manager and Chief Financial Officer. 

The Audit Committee included the following members listed hereunder and meets at 
least four (4) times per annum as per its approved Charter. During the year under 
review four (4) meetings. Details of the external members and their attendance at 
audit committee meetings during the year are listed as follows: 

Name of Member Qualifications Appointed Resigned Meetings 

Attended 


Mr. Paul Preston 

BA LLB 

01/07/2010 

N/A 

3 

Mr. Sipho Nzuza 

B.Com, MBA 

01/02/2011 

N/A 

3 

Ms. Chantel Elliott 

B.Com(Hons) 

CA(SA) 

01/02/2011 

N/A 

3 

Mr. Imraan Lockhat 

B.Com(Hons) 

CA(SA) 

01/02/2011 

N/A 

3 

Mr Silas Fllophe 

B.Com(Hons) 

01/07/2010 

31/12/2010 

1 

Mr Tumelo Tsotetsi 

B.Com(Hons) 

CA(SA) 

01/07/2010 

31/12/2010 

1 


Table 1: Statistical report on the number ofAudit Committee meetings 

2. Audit Committee’s Responsibilities 

The Audit Committee’s responsibilities are outlined in Section 166(2) of the Municipal 
Finance Management Act, 56 of 2003. The Audit Committee has adopted 
appropriate formal terms of reference as its Audit Committee Charter, has regulated 
its affairs in compliance with this Charter and has discharged all its responsibilities 
as contained therein. A summary of the Audit Committee’s responsibilities in terms of 
the MFMA and its Charter is that it is responsible for, among other things, the 
following: 
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Auditors and External Audit 


Discuss and review with external auditors, interalia\ 

• the nature and scope of the audit function; 

• agreeing to the timing and nature of reports from the external auditors; 

• considering any problems identified in the going concern of the Municipality; 

•review the Auditor-General’s management letter and management response; and 
•meeting the Auditor-General at least annually to ensure that there are no 
unresolved issues of concern. 

Annual Financial Statements 

• Review significant adjustments resulting from the audit; 

• Review effectiveness of the internal audit; 

• Review risk areas of the operations to be covered in the scope of the internal and 
external audits; and 

• Review the adequacy, reliability and accuracy of the financial information provided 
to management and other users 

of such information. 

Performance Management 

• Review of the quarterly reports submitted by internal audit on the performance 
management system; 

• Review the performance management system ensuring functionality thereof and 
compliance with the Act; 

• Focus on economy, effectiveness, efficiency, reliability and impact applicable to the 
Municipality’s own key 

performance indicators; and 

• Reporting on the outcomes of its review and focus areas to the Council, at least 
twice per annum. 

Internal Control and Internal Audit 

The monitoring and supervising of the effective function of the internal audit 
including: 

• evaluating performance, independence and effectiveness of internal audit and 
external service providers through 

internal audit; 

• review the effectiveness of the internal controls and to consider the most 
appropriate system for the effective 

operation of its business; and 

• initiating investigations within its scope, e.g. employee fraud, misconduct or conflict 
of interest. 

Ethics 

Reviewing the effectiveness of mechanisms for the identification and reporting of: 
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• any material violations of ethical conduct of Councilors and municipal staff; 

• compliance with laws and regulations; and 

• environmental and social issues. 

Compliance 

• Carrying out investigations into financial matters as Council may request; 

• Reviewing the effectiveness of mechanisms for the identification and reporting of: 
o compliance with laws and regulations; and 

o the findings of regulatory bodies or audit observations. 

The Audit Committee is satisfied that it has complied with its responsibilities and has 
discharged them properly and efficiently. 

3. The Effectiveness of Internal Controls 

The system of controls is designed to provide cost-effective assurance that assets 
are safeguarded and that liabilities and working capital are efficiently managed. In 
line with the MFMA and the King III Report on Corporate Governance requirements, 
Internal Audit provides the Audit Committee and management with assurance that 
the internal controls are appropriate and effective. This is achieved by means of the 
risk management process, as well as the identification of corrective actions and 
suggested enhancements to the controls and processes. 

From the various reports of the Internal Auditors, the Audit Report on the Annual 
Financial Statements, the matters of emphasis and management letter of the 
Auditor-General, it was noted that no significant or material non-compliance with 
prescribed policies and procedures have been reported. Accordingly, we can report 
that the system of internal control for the period under review was effective. The 
Audit Committee is satisfied with the internal controls in place and overall adherence 
to those controls. 

4. The Quality in Year Management and Monthly/Quarterly Report Submitted in 
terms of the MFMA 

The Audit Committee received and reviewed certain performance management 
reports and is satisfied with the content and quality of these monthly and quarterly 
reports prepared and issued by the Accounting Officer and management during the 
year under review. 

5. Internal Audit Function 

The municipality does not have its own internal audit function. The internal audit 
function of the Ugu District Municipality is used by the municipality. 

During the year under review, an audit plan was prepared based on the Annual Risk 
Assessment. The following is a list of areas covered by Internal Audit, arising from 
the risk assessment: 

• Follow Up reviews: Payroll Management 
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• Follow Up reviews; Asset Management 

• Follow Up reviews: Project and Contract Management 

• Fluman Resources: Recruitment and Retention Management 

• Human Resources Management; Leave Management 

• Bi-annual reviews of the Performance Management System 

An annual assessment of the Internal Audit Function had been completed by 
Management and the Audit Committee. 

The internal audit function is limited with respect to resources however the Audit 
Committee is satisfied with the performance of the Internal Audit Function and 
reports that most of the projects in terms of the approved annual plan had been 
completed by the end of the financial year. 

6. Evaluation of Annual Financial Statements 

The Audit Committee has: 

• reviewed and discussed with the Auditor-General and the Accounting Officer the 
audited Annual Financial Statements to be included in the Annual Report; 

• reviewed the Auditor-General’s management letter and management responses; 

• reviewed the accounting policies and practices; 

• evaluated the audited Annual Financial Statements to be included in the Annual 
Report and, based on the information provided to the Audit Committee, considered 
that the said statements comply in all material respects with the requirements of the 
MFMA and Treasury Regulations as well as the statements of Generally Recognised 
Accounting Practice (GRAP). 

The Committee concurs and accepts the conclusions of the Auditor-General on the 
Annual Financial Statements and is of the opinion that the audited Annual Financial 
Statements be accepted and read together with the report of the Auditor-General. 

7. Conclusion 

I would like to thank my colleagues for making themselves available to serve on this 
Committee and for the significant contribution that they have made. As an Audit 
Committee, we rely to a great extent on the Manager: Internal Audit and his staff in 
the Internal Audit Section from the Ugu District Municipality for their support and 
assistance and, in particular, for the role they continue to play in improving the 
accounting and internal auditing systems and controls at the Municipality. We are 
indebted to them for their efficient service and assistance. 

We are also grateful to the Chief Financial Officer, the Auditor-General and other 
invitees to our meetings, including the 

external service providers, all of whom provided invaluable information to the 
Committee. 

Mr Paul Preston 
Chairperson 
Audit Committee 
Date: 01 December 2011 
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1.6 Overview of the Municipality 


1.6.1 LOCALITY 

Ezinqoleni municipality islocated on the south-westem boundary of the Ugu District, adjacent 
to the west of the Hibiscus Coast Municipality and eastofthe uMuziwabantu Municipality. 
The Ezinqoleni Municipal offices are situated within the Ezinqoleni settlement that is located 
some 40 kilometreswestfrom Port Shepstone along the N2 national highway. 


Bdnqoleni Municipality (KZ215) is one of the six local municipalitiesthat form part of the Ugu 
District (DC 21). Ihis municipality islocated on the south-westem boundary of the Ugu District, 
adjacent to the west of the Hibiscus Coast Municipality and east of the uMuziwabantu 
Municipality. Ihe Ezinqoleni Municipal offices are situated within the Ezinqoleni settlement 
that is located some 40 kilometres west from Port Shepstone along the N2 national highway. 
Ihe ^inqoleni Municipal aiea is 649 squate kilonieties (64 900 hectares) in extent with the 
majorland uses in the area being tribal settlements, smallholdings and commercial fanriing. 
Ihe Ezinqoleni Municipality is the smallest municipality in the district and account for 
approximately 14% of the Ugu District area. Approximately 35% of the municipality's total 
area can be classified as residential or smallholding areaswhile the remaining 65% of the 
land isdedicated to agriculture / conservation and othernon-residential land uses. 

Ihe Ezinqoleni Municipality constitutes a Category B municipality as determined by the 
Demarcations Board, falling within the ambitofa collective executive system municipality as 
described in the KwaZUIu-Natal Determination of Types of Municipality Act, 2000. The 

Ezinqoleni Municipality consists of 5 waids with 9 councillois (i.e. 5 ward Councillors and 4 
proportional representative Councillors). 

Ihe population within the ^inqoleni Municipal boundaiy is approximately 57 520 according 
to infonriation obtained from Quantec 2009. Quantec further confirmed an estimated 
average population growth rate of 0.9% a yearwith the average household consisting of 
eight people. 

Ihe institutional and spatial make up of Ezinqoleni Municipality isfundamentally informed by 
three traditional authority areas, namely: 

1. KwaNyuswa, 

2. KwaMthimude and 

3. KwaVukuzithathe 

Ihese constitute approximately 304 km^ (30 400 hectares) or47%of the Ezinqoleni Municipal 
area. In terms of land owneiship within the Ezinqoleni Municipal aiea, the state own 
approximately 80 km^ (8 000 hectares) 12%of the land, while 265 km2(26 500 hectares) 41% 
of the land within the Ezinqoleni Municipal area can be classified asprivately owned. 


1.6.2 Population 

Ihe population of the municipality becomesvery important in the development process, 
since the people provide labourand entrepreneurship for production and also consume the 
output of production. To form a clear picture of socio-economic conditions in the 
Municipality, it isvital to analyze the size, spatial distribution, composition and growth pattem 
of the population, along with changesin these magnitudes and possible future trendsand 
tendencies 
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Table 1 - KEY DEMOGRAPHIC, INSimniONAU LAND REIAIED INPORMAHON 


Population 

Eslimates 

(2003-2009) 

2003 

2004 

2005 

2006 

2007 

2006 

2009 

Aveiage Shaie 
in Ugu 

54,651 

54,960 

55,172 

55,277 

55,437 

55,569 

57,520 

7.8 

Population 

Giowth 

Rates 

(2003-2009) 

2003 

2004 

2005 

2006 

2007 

2006 

2009 

Aveiage 
giowth late 

0.8 

0.6 

0.4 

0.2 

0.3 

0.2 

3.5 

0.9 

Population 
by Race 
Gioup 
(2009) 

Black 

Colouied 

Asian 

lAlhHe 

Total 

population 

56,170 (97.7%) 

258 (0.4%) 

378 (0.7%) 

714(1.2%) 

57,520 

Population 
by Gender 

(2006- 

2009) 

2006 

2007 

2008 

2009 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

24,849 

30,428 

24,877 

30,560 

24,903 

30,666 

25,961 

31,559 

Population 

SUmmaiy 

(2009) 

Gender C haiacteiislics 

Numberof 

Households 

Mean 

Household size 

Males 

Females 

Total 

Sex Ratio 

25,961 

31,559 

57,520 

82.3 

11,668 

4.9 

Population 

perAge 

Group 

(2009) 

Age Gioup 

0-9 

10-14 

15-19 

20-34 

35-49 

50-69 

70-74 

75+ 

Total 

14,375 

7,626 

7,804 

13,195 

6,719 

6,018 

1,127 

1,783 

57,520 


Institutional 
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Numberof Municipal Wards 

5 

Numberof Municipal Councillors 

9 

Numberof Traditional Authority areas 

3 

L KwaNyuswa Traditional Authority 

Ward 1 & partof 4 

2. KwaMthimude Traditional Authority 

Part of ward 4 & 5 

3. KwaVukuzithathe Traditional Authority 

Ward 2; 3 and partof 5 

Land Related 


Extent of the Ezinqoleni Municipal Area 

649 km^ 

Imizi and subsistence farming (Traditional 

47% 

Land) 


Commercial farming, forestry, mining and 

53% 

tourism 


Land Claims 


Former South African Development Trust 

9,278 Ha 

(SAD-n 


Maringo Flats(state land; Claim Resolved) 

1424,51 Ha 

Eden Farm leased to community-state land 

175,18 Ha 

(DoA) 


Elim 1 and Elim 2 Church Redistribution 

522 Ha 

ProjectsLand (settled) 



Souice: QuantBC 2009 and Ezinqoleni LH> Sbategy and Data Cieanang Exeicise Report- 
2007 


1.6.3 2010/ 2011 C HAL1£NG ES 


1.6.3.1 Ezinqoleni Challengesof Socio-Demogiaphic Natuie 

1. Poverty 

2. HIV/AIDSepidemic 

3. Youth alcohol abuse (drugs) 

4. Teenage pregnancy and early school leaving 

5. Too much dependency on grants 

6. Too much dependency on employment asopposed to self-employment 

7. Crime and otherrelated factors 

1.6.3.2 Ezinqoleni Challengesof Economic Natuie 

1. Low levelsof economic growth 

2. High unemployment rate 

3. Out-Migration 

4. Poorproductive infrastructure 

5. No investmentopportunitiesforSMME/BEEcompanies 

6. Lackof relevant plansto stimulate investment 

7. Inadequate revenue generation tools 
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1.6.3.3 Ezinqoleni Challengesof Enviionmental and Geogtaphic Natuie 

1. Lossof indigenousvegetation/ biodiversity 

2. Wetland degradation 
Unsustainable muthi harvesting 
Waterpollution 
Unsustainable cultivation 
Urbanization of rural areas 
Poorwaste management practices 
Deforestation 

1.6.3.4 Ezinqoleni Challengesof Govemance and Adminisbation Natuie 

Staff see no opportunities for gnowth in the municipality therefore looking for 
altemative employment 
Poorcommunication (Intemal & Extemal) 

Poorhuman resourcescapacity 
Shortage of skilled staff 

Poorcommunity participation/ mal-functional community participation structures 
Lackof systemsand capacityto implement development administration. 

1.6.3.5 Ibp len C ha llenges 

1. Priority 1: Lackoffunds 

2. Priority 2: Poverty 

3. Priority 3: HIV and AIDS 

4. Priority4: High level of unemployment 

5. Priority 5:Ijow levelsof Education, literacy 

6. Priority 6: Lackof local capital circulation 

7. Priority 7: Inadequate social services 

8. Priority 8: Skills, recruitment and retention 

9. Priority 9: ImpnoperSettlement pattem 

10. Priority 10: lllegal development 

11. OtherChallenges 

1. Crime 

2. Illegal connections- mainly waterand electricity 

3. Lackof morale and team spirit 


1.6.4 2009/2010 STRATEGIC OBJECTIVES 

Ezinqoleni Municipality adopts the following Strategic Priority issues for its 2010/11 year of 
Implementation: 

1. To pnomote and enhance fight against poverty 

2. To ensure developmentof human capital 

3. To advance and facilitate pnovision of sustainable and pnoductive infrastnjcture 

4. To pnomote social cohesion thnough the pnovision of arstainable social amenitiesand 
supportfonancillary social pnogrammes 

5. To Facilitate pnovision of Housing infrastructure 
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6. To Facilitate accessto betterquality Education and facilities 

7. To support accessto land and land tenure improvement 

8. To create a sustainable physical Environment 

9. To ensure alignmentand integration of strategies, programmesand projects 

10. To enhance and promote fight against HIV and AIDSand otherdiseases 

11. To promote tolerance, perseverance and participation in development 

12. To create anenabling environment for sustainable local economic development 

13. To ensure sustainable financial viability 

14. To promote and enhance development planning; spatial planning and land use 
management 


Chapter 2 

Performance Highlights and Challenges 

2.1 Tec hnical Services 

2.2 Corporate Services 

2.3 Planning & LED 

2.4 Municipal Manager'sOffice 

2.5 Budget and Treasury 

2.1 Technical Services 
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HOUSING PROJECTS 


Ihe Provincial Department of Human Settlement, KZN, approved three housing projects 
for Ezinqoleni Municipality for 2010/2011 financial year. Ihese are Vukuzithathe phase 2, 
Mthimude and KwaNyuswa housing projects. Each project has allocation of 1000 
housing units 


Implementing Agentswere appointed foreach project asfollows: 


HOUSING PROJECT 

IMPLEMENTING AGENT 

Vukuzithathe project phase 2 

Umpheme Developerscc 

Mthimude project 

Masakhane Consultantscc 

KwaNyuswa project 

MGM Holdlngs 


Commentson each pioject 


HOUSING PROJECT 

COMMENT 

Vukuzlthathe project phase 2 

Tranche 1 appllcatlon for thls project was 
approved In September 2010. Reglstratlon of 
beneflclaries was started in Febmary 2011. 
Currently 828 beneflclaries were approved by the 
Provincial Department of Human Settlement. 
Tranche 2 appllcatlon wassubmltted to HEAC In 
November 2011. Pegglng of sltes began on 24 
October2011 and flnlshed on 31 October2011. 

Mthlmude project 

Tranche 1 appllcatlon for thls project was 
approved In November 2010. Reglstratlon of 
beneflclaries started in May 2011. Currently 683 
beneflclaries were approved by the Department 
of Human Settlement. 

KwaNyuswa project 

Ihls project has a challenge that the slte that was 
Identlfled for houslng development Is privately 
owned. The Munlclpallty Is stlll In the process of 
transfening the project slte from the private 
ownersto Ingonyama TnjstBoard. 
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The issue of privately owned land is not yet 
fina lized . 


FREE BASIC ELECTRICITY 


The Municipality was providing free basic electricity to 45 beneficiaries within Ezinqoleni jurisdictional 
area and the project is funded by the National Department of Energy by R500 000 and we spent 

R95 208.12. So far the Municipality has got 638 beneficiaries in the project. 


WASTE MANAGEMENT PROJECT 

This project was funded by Ugu District Municipality at a tune of R250 000.00. This project created short 
term job opportunities to 10 community members in 2010/2011 financial year. The funding was spent on 
paying wages of these 10 people. It was also spent in the purchase of small equipment, safety clothes 
and paying the bills of disposing in Auckland landfill site in Hibiscus Coast Municipality. We spent 
R266 686 with over expenditure of R16 686. 

FREE BASIC ENERGY 

Ihis project wasfunded by the Municipality at a tune of R180 000 and we spent R182 
659. 24 We are distributing 400 x 5 litres of paraffin, pocket of candles and box of 
matchesand the distribution wasdone equally in all 5 wandspermonth asfollows: 


V\ibid 1 = 120 
V\ibid 2=60 
V\ibid 3=60 
V\ibtd4 = 80 
V\ibtd 5=80 
mEEEASC SERVICES 

a) 72 familiesbenefited from the Indigent Burial Assistance 

b) 7156 free basic energy beneficiaries 

MAIIVnEIMANC E OF COMMUNITY FAC ILJIIES 
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Budget allocation forthis project was R50 000.00 and we spent R28 499. 42. This project is 
done asand whenthe need arises 

MIG PROJ ECIS 

Total length of roadsconstructed during 2010/2011 financial yearis7.4 km. Ihe Technical 
Department managed to construct Induna Ndlela ,D904 phase 2 and Qashela access 
roads from a budget allocation of 9 250109.34. All these projects were successfully 
complete within the budget. 

ELDERLY VWXIERCONNECHON 

Ihisproject isintended to asist old and disabled people living on theirown by providing 
onsite water connections In 2010/2011 financial yearthe budget allocation wasR220 

000.00, which was utilized for purchase of 20mm pipes and application for metre 
connections at Ugu District Municipality for 75 beneficiaries. Applications for 45 
beneficiaries were arbmitted to Ugu for metre connections The beneficiaries were 
identified through ward councilors Due to the delay in application submition the project 
was differed to the next financial year. Ihis project has some challenges where 
beneficiaries' submission isdelayed which delay the whole project. 

MAINIENANC E O F MUNIC IPAL AC C ESS RO ADS 

The Municipality owns a graderthat is responsible forthe maintenance of access roads. 
A certain budget isset aside forthe maintenance of the grader itself. Ihere isa monthly 
programme where a grader spends a week in each ward maintaining access roads 
submitted bythe councillors. 

Ihe total roads graveled through municipal budget of R350 000 is 6.8 kms. Ihe budget 
allocation of R350 000 was set aside for gravelling, watering and compaction of the 
following accessroads: 

1. Mfazogcwele accessroad in ward 4 

2. Kheswa access road in ward 3 

3. Smukuzakha accessroad in ward5 

4. Phuthumani access road in ward 2 

5. Bhuka access road in ward 4 

6. Mazambane accessroad in ward 1 

Due to budget constrainsthe compaction and watering was not done in thisfinancial year. 


Access Roads 


CONSIRUCIED, UPGRADEDANDGRAVEUEDACCESSROADS 
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VUI^RD 

PROJECTNAME 

iNrnAL 

BUDGET 

AVWVRDED 

BUDGET 

iNrnAL 

COMMENCEMENT 

DAIE 

iNrnAL 

COMPIEHON 

DAIE 

ACIUAL 

COMPIEHO 

N DAIE 

KMs 

]mRD2 

Induna Ndlela 

AccessRoad 

R1 125 000 

R876 445.68 

March 2010 

Septembeqar 

2010 

October 

2010 

1.8 km 

I/U4RD5 

D904 phase 2 
AccessRoad 

R1 500 000 

R1 019 885.72 

March 2010 

September 

2010 

1 anuary 
2011 

3.5 km 

I/U4RD5 

Qashela Access 
Road 

R2 520 000 

R932 831.79 

March 2010 

September 

2010 

October 

2010 

2.1 km 


AC C ESS ROADS DO NE VUriH MUNIC IPAL G RADER 


VUARDl 

VWVRD2 

VUARD3 

VUARD4 

VUARD5 


ACCESSROADKM 

ACCE KM 

SS 

ROAD 

ACCESSROAD 

KM 

ACCESS KM 

ROAD 

ACCESS 

ROAD 

KM 

Mavondwe 

accessroad 

1 km 

Phong 1 km 
okazi 

Induna Bayeza 

0.3km 

Mambatheni 0.6km Mpatanisi 

1 

Ikm 

Highland 

accessroad 

1.2km 

Ngwe 0.7km 
nya 

Khukhuva 

0.4km 

Mambatheni Ikm 

2 

Ridge 1 

0.7k 

m 

Shayamoya 

0.9 km 

Isamb Ikm 

ulo 

Khandalesizwe 

1 km 

Community 0.35k 
hallNdunu m 

Ridge 2 

0.8k 

m 

Mazambane 

1.3km 

Phuth 1.2km 

umani 

Phenduka to 

Msizazwe 

0.35km 

Mfazogcwelelkm 

Mzobe near 
Magutia 

0.4k 

m 

Bhengu 

0.7 km 

Mbeni 0.5km 

school 

Ntilini to Cele 

0.8km 

Sunshine 0.6km Lindela to 

induna Cele 

Ikm 

Cliview 

0.8 km 


Florida to 

0.65km 

Celebani Ikm 

Zamkuzakha 

Ikm 


Mthembu 

Ihembalesizwe 0.7km Bhobheni 0.7km Gontia 0.8k 

m 

Kheswa O.ɓkm Bathenjini 1.3km 

Bhuka Ikm 


24 


VWXIER C O NNBCHO NS 


VUARDl 

VUARD2 

VWXRD3 

VUARD4 

VWXRD5 

15 onsite water 

15 onsite water 

15 onsite water 

15 onsite water 

15 onsite water 

connections 

connections 

connections 

connections 

connections 

SANnAHON 

VWXRDl 

V\0XRD2 

VUARD3 

VUARD4 

VUARD5 

250 VlPtoilets 

230VIPtoilets 

500VIPtoilets 

250VIPtoilets 



SOCIAL 

1. Construction of Ezinqoleni Community Park 

2. Rehabilitation of Ezinqoleni town 

Establishment of Ezinqoleni Youth Advisory Centre 

SPORT 

WARD 1 VWXRD 2 VUARD 5 


Dakane Sportfield 


Velela Sportfield 


Nobamba Spoortfield 


2.2 Corporate Services 


The department hasduring the yearunder review been hit hard by resignation particularly in 
the secretariat section with employees pursuing greener pastures Ihis was howeverviewed 
in the positive note in thatthe department hasbeen able to produce during the yearunder 
review, employeesthat are marketable. In general all other department were affected by 
resignations and the municipality tried it's at most best to get immediate replacement, 
obviously through it's recruitment processes to ensure that service delivery is not 
compromised. 

PROGRAMMESAND POUCIES 
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During the year under review, a policy workshop was held which resulted in a number of 
policies being reviewed and approved. Partsofthese policieswere the Standing Rulesand 
OrdersforMunicipal Council. 

There isquite a number of training interventions and programmes that the Municipality has 
undertaken in trying to addressthe issues of capacity and ensuring that officials perform 
betterin theirworkstation. 

COUNCILAND SUB-COMMmEE MEMBER5HIP 2010/ 2011 

In accordance with the Section 79 of the Municipal Systems Act 117 of 1998, the municipality 
approved establishment of its committees and delegated authority for specific mattersto 
various committees, allofwhich have fonrial terms of reference. Ihrough regular reporting 
by the committees, Council is able to oversee risk areas, financial and non-financial aspects 
relevantto itsoperations 

Ihe meetings of Council are convened on a quarteriy basis and its subcommittees are held 
monthly. Ihe committeesare structured asfollows: 


1. CllrM.A. Mpisi (Chairperson) 

2. CllrB.SCele 

3. CllrT.MCele 

4. CllrN.RGambushe 

5. CllrB.O Ngcobo 

6. CllrM.C Mbhele 

7. CllrS.D Ngcobo 

8. CllrN.RCele 

9. CllrV.EMavundla 


3. lechnical and Community SetvicesCommitbee ( Chairperson: CllrTM Cele) 
M EM BERS: 

1. CllrB.SCele 

2. CllrV.EMavundla 

3. CllrN.RGambushe 


4. Govemance And AdminisbationCommitlee (Chairperson: CllrM.A Mpisi) 

M EM BERS: 

1. CllrN.RGambushe 

2. CllrT.MCele 

3. CllrV.EMavundla 

5. Local Economic DevelopmentCommittee (Chairperson: CllrV E Mavundla) 
M EM BERS: 

1. CllrBSCele 

2. CllrV.EMavundla 

3. CllrTMCele 

4. CllrM.AMpisi 
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5. Budget MonitDring and EvaluationCommitbee (Chairperson: Cllrɓ.O. Ngcobo) 
MEMBERS 

1. CllrB.SCele 

2. CllrV.EMavundla 

3. CllrT.M.Cele 

4. CllrN.R. Gambushe 


AT1ENDANC E AT MEEHNG S 


MEMBER 

CllrMA Mpla 
CllrBSCele 
CllrTM Cele 
CllrN R Gambushe 
CllrBO Ngcobo 
CllrM C Mbhele 
CllrSD Ngcobo 
CllrN RCele 
CllrV EMavundla 

CllrMA Mpla 
CllrBSCele 
CllrTM Cele 
CllrN R Gambushe 
CllrBO Ngcobo 
CllrM C Mbhele 


Council 

No. of meetings held 
tiie year 

6 

6 

6 

6 

6 

6 

6 

6 

6 

Housing Fonim 

7 

7 

7 

7 

7 

7 


No. of meetings eac h 
memberatiended. 

6 

6 

6 

6 

4 

6 

4 
6 
6 

6 

7 

5 
7 
2 

6 


during 
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CllrSD Ngcobo 

1 

0 

CllrN R Cele 

7 

3 

MEMBER 

No. of meetings held during No. of meetingseach 


the year 

memberaUended. 

CllrV EMavundla 

7 

3 


Govemance and Administiation CommiUBe 

CllrM A Mplsi 

1 

1 

CllrTM Cele 

1 

1 

CllrN R Gambushe 

1 

1 

CllrV EMavundla 

1 

1 

Local Economic Developmentand Planning CommiUBe 

CllrV EMavundla 

5 

5 

CllrBSCele 

5 

5 

CllrTM Cele 

5 

3 

CllrBO Ngcobo 

5 

3 

CllrM A Mplsi 

5 

4 


CllrBO Ngcobo 

Budget Monitoring and Evaluation CommiUBe 

3 3 

CllrTM Cele 

3 

3 

CllrBSCele 

3 

3 

CllrN R Gambushe 

3 

3 

CllrV EMavundla 

3 

3 

CllrTM Cele 

lechnical and Community SenricesCommiUBe 

7 6 
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CllrBSCele 


7 


7 


CllrN R Gambushe 

1 

7 

MEMBER 

No. of meetings held during No. of meetingseach 


the year 

memberatiended. 

CllrM C Mbhele 

7 

7 

CllrV EMavundla 

7 

5 


The table above Indlcatesthe numberofmeetlngsheld whllsta counclllorwasstlll a 
memberofcouncll and the numberof meetlngsattended byeach counclllor. 

The 2010/2011 financial year was characterized by the Local Govemment 
Elections which were held on 18 May 2011 and gave birth to the new Council that 
wasinaugurated on 03J une 2011. 

The elections also had an effect in the number of Councillors which was increased 
from 09 to 11 and also an increase in the numberof wardsfrom 5to 06. 

Upon anointment of new Councillors, Council established its committees in order to 
ensure progress of the work already undertaken by the previous council thereby 
allowing no vacuum in the delivery of services to the community of Ezinqoleni. 
Counciland itsstructureswere constituted asfollows: 

Membeis of C ounc il 

CllrMAMpisi Mayorand Speaker 

CllrTM Cele 

CllrBO Ngcobo 

CllrS A Khawula 

Cllr P H Mthiyane 

CllrM P Cele 

Cllr B D Nyawose 

CllrH P Mbatha 

CllrS A Ngcece 

CllrBC Mzobe 

CllrBG Mthembu 
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Newly elected Counclllors 

From Left: Back Row - Cllr N R Cele, CllrS A Khawula, Cllr B D Nyawose, Cllr H P Mbatha, Cllr B O Ngcobo, Cllr M P Cele 
Front Row: Cllr B C Mzobe, Cllr M A Mplsl(Mayor/Speaker), Cllr S A Ngcece, Cllr T M Cele and Cllr H P Mthlyane 
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2.3 Planning & Local Economic Development 

2.3.1 Integrated Development Planning 

The municipality wasappraised forthe improvement of the 2010-2011 IDP which was 
completed and adopted inj une 2010. 

2.3.2 PERPORMANCE MANAGEMEMTSYSTEM 

Ihe municipality has developed its Organizational Perfonriance Management System (PMS) 
policy. Ihe Service Delivery and Budget Implementation Plan (SDBIP) forthe financial year 
2010-2011 was adopted by Council in J une 2010. Ihe Performance Contracts for the 
Municipal Managerand Section 57 employees were developed and approved afterthe 
approval of the SDBIP. 

2.3.3 LOCAL ECONOMIC DEVELOPMENT 

Ihe municipality received some funding from COGTA (Department of Co-operative 
Govemance and Traditional Affairs) to review the LED Strategy. Ihe strategy aimsto assist the 
municipality in cultivating the LED opportunities within the municipality. 

Ihe LEDand Planning Portfolio Committee supported sixCo-operativeswith materialto boost 
theirprojects. 


CO-OPERAWE 


Umakhi Creations 

Ward 4 

Phakama Africa 

Ward 5 

Qhinqa 

Ward 

Ihokozani Ma Africa 

Ward 

Umunga Co-op 

Ward 
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Asithobelane 


Ward 


2.3.4 TOWN PLANNING 

The Planning Development Act 2008 was implemented by the Department Of Co-operative 
Govemance and Traditional Affairs which then required local municipalitiesto have Planning 
and Development Act Delegationsof Powers and functionslhe Delegations were prepared 
and adopted by Council in September2010. 


2.4 OFFICE OF THE MUNICIPAL MANAGER 

2.4.1 SPECIAL PROGRAMMES AND YOUTH 

2.4.1.1 WARDCOMMITTEES 

All (5) five wards have functional ward committees Ward committees were 
provided with capacity building training provided by COGTA (module 1 of 8 
modules). Training was conducted in IsiZUIu and English and the modules 
were distributed in both languages About 17 members participated in the 
Community Based Planning and IDPTraining Workshop conducted byCOGTA 
on 13 and 14 May 2010. Ihe Municipality pays a stipend of R200.00 per 
memberand isbased on functionality of a member. 


2.4.1.2 SPECIALPROGRAMMES 

In the spirit of an a ll-inc lusive govemance and equal participation, the 
municipality providesa budgetto implement programmesof the special 
groups 

1. HIVandAIDS 

2. Gender 

3. Rightsof the Child 

4. Disabled 

5. Fanriworkers 

6. SeniorCitizens 


7. 


SportsCouncil 
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Each prDgramme hasa CouncillorChampion and the forumsare in place 
and functional. Below-listed are highlightsof the activities implemented: 

HIV & AIDS (CHILD HEADED FAMILIES) 

HIV and AIDS isthe main coursesof child headed familiesin ourcommunity, 
the statusof aids prevalence isvery high and the resultsin many cases OVC's 
Herein wasthe picture taken at Kwa-Nyuswa ward 1, by looking atthispicture 
you could see thatthisone of child headed familiesand no one to lookafter 
them. 



SENIOR CITIZENS 

On the 04 March 2011, Ezinqoleni Senior Citizens Human Rights Day held at 
Evangelistic Church. 500 senior citizens representing five ward of Ezinqoleni 
Municipality, Councillors, Rev. Dr Mgojo the Provinciial Senior Citizens 
Chairperson, Inkosi yakwa-Mthimunde, Mr Ntshebe from ILocal Business and 
officialfrom Human rights Commission. Ihe main purpose ofthe eventwasto 
tell ourseniorcitizensthat we valued theirhard workand sacrificesthey made 
in ourlife. 
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2.4.1.3 



YOUTH DEVELOPMENT 

Youth Development is a process or joumey that automatically involves all of 
the people around a youth— family and community. A young person will not 
be able to build essential skillsand competencies and be able to feel safe; 
cared for, valued, useful, and spiritually grounded unless their family and 
community provide them with the supports and opportunities they need 
along the way. 

Ihe municipality is working towards positive results in the lives of youth by 
focusing on different aspects of life rather than concentrating only on 
academic skills and competencies. The expected outcomes of youth 
development programmes are: Physical well-being, mental well-being, 
Intellectual health, Employability and Civic and Social Investment. Ezinqoleni 
Municipality therefore engaged on numerous programmes in order to 
achieve theirgoal. Below listed are highlights of the proijects implemented 
during 10/llfinancialyear 

EZINQOLENI FILM SUPERSTAR 

Mr Senzo Zindela was bom here at Ezinqoleni Municipality, ward 4 under Kwa- 
Mthimude Tribal Authority. Senzo has been in the film industry forfew years 
and produce some woinderful films His first film was launched here at 
Eznqoleni and role players are mainly local people. He has since successfully 
produced two films He hasdone all thiswith no formal traiining orexperience 
in the industry. However, his work is not yielding any meaniing financial retums 
so far. 

The main problem wasthe equipment he was using being of poorquality and 
therefore potential companiesthat could be buying hismoviesnot interested. 
In his endeavour to deal with this dilemma, then he met a potential 
intemational partner, founder of a film company in the United States of 
America and Chief Executive Officer of Hertzock Entertainment and BRB 
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Network Mr Brian Hertzock, during a Kwa-Zulu Natal Film Festival held at Kwa- 
Mashu, Durban towards end of 2010. Ihey have talked about current movie 
he haswritten a scripton and Mr Hertzock is interested in collaborating with 
him on the project. To discuss further details on the partnership, MrHertzock 
has invited MrSenzo Zindela to meet him and his partners in the US preferably 
in J anuary 2011. On the 19 December2010 MrZindela presented hisstory the 
municipality and the municipality took an initiative of sponsoring histrip to USA 
and paid R19669.50. On the 26 January 2011 arrived at USA and Mr Brian 
Hertzock who is the owner of big film companies in Hlollywood. It is the 
responsibility forthe municipality to ensure that potential talent is identified 
within the community and getsan exposure in corporate worid. 



YOUTH ADVISORY CENTRE 

Ihe municipality runs a well resourced youth advisory centre, with two 
informediaries; Career guidance Advisor and Outreach Officer under the 
Supervision of the Youth and Special Programmes Mamager. Ihe centre 
servesasa resource centre and hastwo computers (with intemet) provided 
foruse by walk-ins 

LIFE SKILLS PROGRAMME AND LEADERSHIP TRAINING 

Ihe aim of this programme wasto capacitate the youth with leadership and 
life skills and 150 youth fnom all wards have graduated fnom this programme 
which isoffered by Worid Changers Academy. Ihetraining isrunfora month 
and it has an after-care support programme for its graduates Herein is a 
attended life skills training at Kwa-Nyuswa wand 1 (Mhlabunzima Community 
Hall) 


35 



YOUTH COUNCIL 

Ihe Youth Council was inaugurated on 10 May 2010 and is constituted by 
representativesfrom all wardsasfollows: 


NAME 

VUARD 

Sbusiso Nzimande (Chairperson) 

5 

Zblisile Mnxantl (Secretary) 

4 

Nombuso Shozl (Treasure) 

1 

Themba Cele (Deputy Secretary) 

2 

Mzwandlle Mhluma (Deputy Chalrperson) 

3 

Bhekl Mnyandu (Addltlonal Member) 

1 

Samkellslwe Sikhosana 

4 

Tuza Mzobe 

5 


DRUGS AND SUBSTANCE ABUSE AWARENESS TRAINING WORKSHOP 

Young people are faced with a number of challenges that affect their wellbeing 
which include amongst others, substance abuse, teenage pregnancy, rape, crime, 
violence, unsafe sex, abortion, HIV/AIDS, IB and emotional abuse. 

Ihe municipality hosted a workshop, targeting lOOyouth, in and outof school on 30 
November 2010. All Ezinqoleni High Schools participated in the workshop. Ihe 
workshop objectives were to expose young people to relevant infonriation regarding 
Anti-Substance Abuse and Anti Drug Abuse programmes and provide a platfonri for 
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an intense interaction between expertsin the field of Anti Substance Abuse and Anti 
Drug Abuse and youth people within Ezinqoleni. Ihe Department of Social 
Development, SAPS, SANCA, Education and patientsfrom Stholimpilo Rehabilitation 
Centre participated and shared theirexperiencesasregardsto drug abuse. 



TERTIARY REGISTRATION ASSISTANT PROGRAMME 

In promoting education and improving literacy levels and skills development, the 
Mayorgranted financial assistance to 93 needy matriculates from all wards. R250 
000.00 wasexpended to pay registration feeson behalf of the matriculatesto pursue 
their studies at Universities, University of Technology's and FETs On the 04 February 
2011 Ezinqoleni Municipality hosted Grade 12 Achievement Awarxis for leamers and 
well perfonriing school under Ezinqoleni ward under the Ward Manager Mr W.N 
Mzotho. First FIVE leamers were awarded by R2000-00 and Certificate each and 
school awarded by certificate recognition. 
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Mandela Day 67 minutes Celebration 

In celebration of the Nelson Mandela's Birthday, Minister of Intelligent DrSiyabonga 
Cwele from National Parliament, Mrs Lanett Z/vane from KZN Legislature, Councillors 
of Ezinqoleni Municipality and members of the community participated in the 67 
minutescommunity programme at the Enqabeni Old Age Home doing cleaning and 
paining the whole building in ISJuly 2010. Ihis was viewed asa social responsibility 
programme for Politicians, youth and members of the community also served to 
enhance moral regeneration. 

TAKE A GIRL CHILD TO WORK 

August isa woman'smonth in each and every the office of special programme invite 
school giils to join the municipal staff for one day and have an exposure of the 
working environment. Giilsthat participated were from Mshweshwe High, Ezinqoleni 
High and Gabangezwe High School, Snomusa High, Qhinqa High taken with MsB.P 
Sikhosana Acting Manager: Youth and Special Programmesfacilitating. 

Conclusion 

To effectively addressthe cross-cutting challenges facing the special groups, focus 
should be placed on the enhancement of govemment capacity and collaboration 
between three spheres of govemment, the promotion of the role of civil society and 
community participation, the improvement of data quality forbetterlife forall. 

1. COMMUNICATIONS 

1. ARTS AND CULTURE 


UMKHOSI WOMHLANGA (Kwa-Nyuswa) 


Mr M. Gasa the traditional healerfrom Kwa-Nyuswa community ward started a reed 
dance celebration years back in promoting the culture of abstinence amongst 
young giils and behavior. Ihe event has become popular in the whole KZN, on the 
J uly 2010 the celebration was attended by tourist from overseas and it has become 
annual event. Herein isMrM. Gasa during the celebration opening. 
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UMKHOSI WOMHLANGA (Kwa-Nongoma) 

Ihree buses were provided by the municipality for three tribal authorities for the 
maidens to participate at reed festival Enyokeni Kwa-Nongoma only Kwa- 
Vukuzithathe, Kwa-Mthimude tribal authority and Kwa-Qiniselani Manyuswa maidens 
were transported by the municipality. Ihe main of that celebration is to promote 
abstinence amongstyoung grails 



ISICAMIYA MUSIC COMPETITION 

On the 25th December 2010 20 groups were held at Ezinqoleni Municipal Hall for 
Isicathamiya Competition. It was not only local groupsonly others were coming from 
Umzumbe and Hibiscusaswell asEastem Cape and Umzimkhulu. It wasa whole night 
competition and all groupswere excited position 1 up to position 3 received prizes 

1. SPORTS AND RECREATION 

2011 MAYORAL GAMES 

Mayoral games were started from ward level and on the 24 April 2011 Easter 
weekend Mayoral Games were held at Umshweshwe Sport Field where 19 teams 
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participated and the mayor was giving good prizesto the winning teams Mayoral 
Gamesare in line with the preparation of the wintergames All participating teams 
received different prizesfrom position 1 to position 19. Ihisevent makes people to feel 
important in termsof sport development. 



2011 VUINIERGAMES 

During winter games the office of the mayor provides transportation, meals and 
promotional material forthe playersfrom ezinqolenito participate in the Ugu District 
Winter Games. Winter games are the preparatory tool for kwanaloga games, 
selection of playersfrom different genres Ihe qualifiers participated in the Provincial 
KWANALOGA Gamesheld at RichardsBay on the 03 December2010. 

2010 PROVIINCIAL KWANALOGA GAMES 

Ihe amount of R25, 000 paid in the district account as an affiliation fee for the 
participantsCouncillors and officialswho shallattend the provinciial games provided 
by the accommodation, meals, transportand promotional material. 

2011 SCHOOL NETBALL TOURNAMENT 

On the 15 April 2011 Ezinqoleni Municipality youth devebpment office, department of 
sports and recreating organized a high school netball toumament held at Booker 
Sport Ground which targeted mainly on the 9 high schools within ezinqoleni in order 
to recruit suitable player to represent ezinqoleni netball squad on district winter 
games Prizeswere awarded in the fonri of balls, medals, and netball kit. Ihiswasalso 
a call by the Ministerof Sportsand Recreation to bring backsports in school. 
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2011 BOXING TOURNAMENT 

On the 30 April 2011 Ezinqoleni Municipality hosted an Ugu District Boxing Toumament 
at Izingolweni Shopping Centre. Participants were coming from six local 
municipalities which are as follows; Umzumbe, Hibiscus, Umuziwabantu, Umdoni, 
Vulamehlo and Ezinqoleni. District Boxing Committee decided to host such 
toumament on the open area in orderto promote boxing whereby many people 
could attend with being invited and 500 people attended that toumament without 
any formal invitation. 
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2 . 


BUDGET AND TREASURY 


2.5.1 Financial Planning and Development of Financial Statements 


The municipality managed to prepare the financial statements on its own and only 
source the help from the service providersto review the draft financial statements. 
These financial statements were prepared using Grap Standards of Accounting and 
submitted to AuditorGeneral on time. 


The Municipality hasonce again during the year under review managed to achieve 
an unqualified auditopinion howevercommits itsself to achieve a clean auditreport 
by the year2014. 


1. Implementation of Municipal Property Rate Act (MPRA) 


The municipality managed to adopt it credit control policy and review the Property rate 
policy. It'salso managed to collect more than 80%from rate payers. 


2. Personnel Development 


The National Treasury is of great help with it Finance Management Grant and this 
department isusing such grantto develop itspersonnel. Five intemsare using thisgrant in the 
Municipal Finance Management Grant which isnjn in conjunction with DBSA. 
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Chapter 3 

Human Resources and other Organizational Management 


3.1 Organisational Structune 

3.2 Staffing Infonriation 

3.3 Human ResourcesPnofile 

3.4 Skills Development Pnogramme 

3.5 Discloarnes 

3.1 Organisational Structure 


OFFICE OF THEMM 



MAYOR 



MAMPISI 



SHAREDSERVICES: 

MUNICIPALMANAGER 

INTERNAL AUDIT 

KJ ZULU 




DIR:CORPORATE 

MBNDWALANE 


DIR:TECH&C0MM' 



MAN:SP&YD 



SD MTHEMBU 



CFO 



BCELE 



MAN: SP &LED 
BAMAZIBUKO 


COMMUNICATIONS 


OFFICER 


DRIVER: MAYOR 

PM DUMA 

- 



NO BLOSE 






SECURITY: MAYOR 



FRCELE 

- 




LEDOFFICER 
MT MSANI 


43 








44 



Administration 


The administration ofthe Municipality isheaded by the Municipal Manager. The Municipality 
hasfouradministrative departments, three of which are headed by a Directorand one 
headed by the Municipal Manager. 


Office of the Municipal Manager 

The Office of the Municipal Manager is responsible forthe following functions: Development 
Planning and Local Economic Development and Mayoralty; Youth Development and 
Communications 


Development Planning - Responsibilities include the implementation the Municipality's 
Peilbimance ManagementSysbem asaligned to the Integiated DevelopmentPlan (IDP), and 
to moniborand lepoiton piogiessand implementation theieof. 

Mayoralty and Communications - Responsibilities include the cooidination of Mayoial 
executive suppoit; coipoiate communications events and geneial maiketing and 
maintenance of the piofile of the Municipality. Ihis section also acts asthe vehicle fiorthe 
lealisation of inteigovemmental and coopeiative govemance sbuctuiesand events. 


Youth Development - Ihe Office is lesponsible fior institutionalisation and mainsbeaming of 
Youth Developmentwithin Ezinqoleni Local Municipality. 
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Designation Duties level ofStatusof Position 

Education 

Chief Financial Officer Financial Management Professional Filled 

Directon CorporateManaging Corporate Professional Filled 

Services Services 

Director: TechnicalManaging and Directing Professional Filled 

Services Technical Department 

Manager: Strategic Integrated DevelopmentProfessional Filled 

Planning Planning 

Performance Management 
System 

Local Economic 

Development 

Environmental Planning 

Land and Development 
Administration 

GIS 

Manager: YouthYouth Development and Professional Filled 

Development & SpecialSpecial Programmes 

Programmes 

Communications Corporate Professional Filled 

Officer Communications 

Eve nts 

General marketing and 
maintenance of the profile 
ofthe municipality 


3.2 Staffing Information 
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Ihe municipality hasa slafFcomplementof 
36. 






Ihe fbllowing fable illusbates infbimation legatding the stafFcomplementof 
the municipality: 


Function 

No. of SlafF 

No. ofVacancies 

Office ofthe Municipal Manager 

9 

2 

Corporate ServicesDepartment 

10 

1 

Finance Department 

3 

3 

Technical and Community Services 
Department 

9 

2 

Contract employees 

5 

0 

1btal 

36 

8 




Ihe fbllowing table illustiates infbimation on the medical aid schemes in opeiation in the 
municipality: 

Fund 

Number 

Council Contiibution % 

Bonitas 

15 

60 

Global Health 

0 

60 

Samwumed 

2 

60 




Ihe fbllowing table illustiates infbimation on the pension funds in existence in the municipality: 

Fund 

Contiibution late 

Council 

Member 

NatalJ oint Municipal Pension / Provident 
Fund 

2 X membercontribution 

5% 


9,25% 

Municipal CouncillorsPension Fund 

15% 

13.75% 
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HUMAN RESOURCEGOVERNANCE 






Ihe fbllowing table piovides stafling 
infbimation: 



Numberof all municipal slafFemployed: 

Male 

Female 

Professional (Managerial/Specialist) 

5 

1 

Field (Supervisory/Foreman) 

3 

1 

Office (Clerical/Administrative) 

8 

12 

Non-professional (blue collar, outside 
workforce) 

5 

1 


Departments 

The Municipality hasthe following fouradministrative departments: 

Corporate Services Department 

The Corporate Services Department, headed by the Director: Corporate Services includes: 
Human Resources, Secretariat, Information and Communication Technology (ICT), Registry 
and Auxiliary Services 

The following are the functional areasof the sectionswithin the Department: 

Human Resources - Coordination of sound labour relations, Human Resources management 
and recruitment strategies, employee wellness, organisational development and 
Occupational Health and Safety. 

Secietariat- Coordination ofsecretariatsupportto Council and itscommittees 

ICT - Ensuring the efficient implementation of infonriation management systems 
implementation and maintenance of application systems implementation of Enterprise 
Resource Planning hardware and software maintenance infonriation systems security and 
general coordination of management of ICT systems 

Regisby and Auxiliaiy Seivices - Records management, registry management, facilities 
management, security management, telecommunicationsand building maintenance. 

The Treasury Department includes: Equity and Accounts, Grants and Expenditure, Budget 
Control and Supply Chain Management. 

Treasury Department 

Income and Expenditure - Coordination of accounts payable, payroll and management of 
grantsreceived. 

Budget Control - Preparation of budget, financial forecasting and preparation of financial 
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statements 


Supply Chain Management - Coondination of procurement of goods and services and 
management of the supplierdatabase and procurement contracts. 

Planning &Local Economic Development 

The Department ismade up of strategic planning and local economic development 

Sbategic Planning - Responsibilities include the implementation the Municipality's 
Perfonriance Management System as aligned to the Integrated Development Plan (IDP), 
and to monitorand report on progressand implementation thereof 

LED - Facilitating and co-ordinating activities and programmes that would yield shared 
economic growth and extensive marketing ofthe district. 

Technical & Community Services Department 

Technical Services Department has Housing as one of the sections within the department. 
The department is responsible for all technical operations within the various sections of the 
municipality aswell ashousing development. 

Community Sen/ices - Ihe section is responsible for all community related programmes to 
enhance community development and standard way of life 


3.3 Human Resources Profile 
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The Municipality cumently has 41 peimanent staff members employed, with 17 vacant posts 
as illustrated in the following table: 





FUNCTION 

NO. OFSTAFF 

NO. OF 

VACANCIES 

Municipal Manager'sOffice 

9 

2 

Corporate Services 

10 

1 

Budget & Treasury Office 

8 

3 

Technical Services 

9 

2 

Total 

36 

8 


3.4 Skills Development Programme 


A total of 16 employees received training in the 2010/11 financ ial year. 


Section 57 and Council 

A SkillsAudit hasbeen conducted forall Section 57 Managers. DPLG Perfonriance 
Management Regulationsand MFMA provisionsstipulate that Performance Evaluation Panels 
must be setup to conduct perfonriance assessmentsof municipalitiesand Section 57 staffin 
municipalities All of Section 57 Managersand some ofthe Councillorshave been trained 

Minimum Competency Levels for Senior Management 

The Municipal Finance Management Act, Sections 83, 107 & 119 prescribe that the 
Accounting Officer, Senior Managers, the Chief Financial Officerand otherfinancial officials 
of a municipality must meet the financial management competency levels prescribed by 
regulation. National Treasury issued regulations on Minimum Competency Levels on the 15 
J une 2007 the regulation prescribe the minimum competency levels for the following 
categoriesof employees: 

1. Accounting Officersof Municipalitiesand Municipal entities; 

2. Chief Financial Officersof Municipalitiesand Municipal entities; 

3. SeniorManagersof Municipalitiesand Municipal entities; 

4. OtherFinancial Officialsof Municipalitiesand municipal entities; and 
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5. Supply Chain Management Officialsof Municipalitiesand Municipal entities 

The regulationsfurtherrequire each municipality to report in itsAnnual Report a consolidated 
information in respect of progress made in the attainment of minimum competency levels by 
the above mentioned category of employees 

The report on progress made asat 30J une 2010 is provided in the table below in a format 
provided bythe NationalTreasury. 


E 


F 


nur 


:IAL 


:ials 


14141 


entitii 

(Regt 

!14fal 


A 


14(41 


Totol 


3tion 


14(41 


FINANCIALOFFICIAL 


Accounting 

Officer 

Chief 1 

Financial 

Office 

Senior 2 

Manager 

Any other3 
financial 
offic ia Is 


1 0 


0 


0 

0 


1 


1 


2 

3 


SupplyChain ManagementOfficials 


Flead ofl 0 

supply 

chain 

manageme 
nt unit 

Supply 0 0 

chain 

manageme 

nt 

managers 

Total 7 0 


1 


0 


7 


0 

0 


0 

0 


0 


0 


0 


1 1 

1 1 


2 2 

0 0 


0 


0 


0 


0 


4 


4 
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lable 6: Minimum Competency LevelsforSeniorManagement 

ColumnA- givesthe total numberof officialsemployed in the categories mentioned above. 

Column B- givesthe total numberof officialsemployed by the municipal entity if applicable and 

such officialsbeing in the categories mentioned above. 

Column C - givesa total of employeescovered in column A & B. 

Column D - givesthe total numberof employeesthat have undergone competency assessment. 

Column E- givesthe total numberof officialswhose performance contractsforthe yearended 30 
J une 2008 indicated the attainment of these competency levelsasa performance target. 

Column F - givesthe total numberof officialsthat meetthe minimum competency levels. 


3.5 Disclosures 


Remuneration of Councillors 

COUNCILLOR 

Mayor 

Deputy Mayor 
Speaker 

Executive Committee Members 
Councillors 

Total 


TOTAL COST (R) 


2011 

R625 908-58 


2010 

R521 636-00 


R183 440-29 x 8 = 
R1467 522-32 

R2 093 430-90 


R162 028-00 X 8 
R1 296 224-00 

R1 817 860-00 


Remuneration of Senior Management 


Remuneiatkjn ofthe Municipal Manager 

2011 

2010 

Annual Remuneration 

R425 442-56 

R298 659-23 

Housing subsidy 

R103 200-00 

R77 400-00 

Subsistence - Non Taxable 

- 

- 

Leave Encashed 

- 

- 

CarAllowance 

R129 600-00 

R97 200-00 
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Peiformance Bonus 

- 

- 

Backpay 

R13 042-32 

RIO 224-82 

Company Contribution to UIF, Medical aid and Pension Fund 

R8 150-20 

R5 688-93 

1btal 

R679 435-08 

R489 172-98 


Remuneration oftire ChiefHnancial Ofticer 

2011 

2010 

Annual Remuneration 

R280 916-19 

R245 591-13 

Flousing subsidy 

R84 000-00 

R84 000-00 

Subsistance - Non Taxable 

- 

- 

Leave Encashed 

- 

- 

CarAllowance 

R108 000-00 

R108 000-00 

Perfonriance Bonus 

- 

- 

Backpay 

R9 573-72 

R18 763-35 

Company Contribution to UIF,Medical aid and Pension Fund 

R27 507-20 

R23 648-97 

1btal 

R509 997-11 

R480 004-05 


Remuneiation ofthe DirectDn Coipoiate Seivices 

2011 

2010 

Annual Remuneration 

R281 691-40 

R244131-33 

Housing arbsidy 

R60 000-00 

R60 000-00 

Subsistence - Non Taxable 

R30 000-00 

R30 000-00 

Leave Encashed 

- 

- 

CarAllowance 

R120 000-00 

R120 000-00 

Perfonriance Bonus 

- 

- 

Backpay 

R9 573-72 

R18 763-35 

Company Contribution to UIF,Medical aid and Pension Fund 

R6 364-18 

R5869-85 

Ibtal 

R507 629-30 

R478 764-53 
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RemuneiBtion ofthe Djiecton Technical Seivices 

2011 

2010 

Annual Remuneration 

R323 344-00 

R281 935-44 

Housing ajbsidy 

R62 232-00 

R68 232-00 

Subsistence - Non Taxable 

- 

- 

Leave Encashed 

R28 414-80 

- 

CarAllowance 

R99 000-00 

R126 000-00 

Perfonriance Bonus 

- 

- 

Backpay 

R9 573-72 

R19 063-35 

Company Contribution to UIRMedical aid and Pension Fund 

R6 611-68 

R6 004-06 

1btal 

R529 176-20 

R501 234-85 


Chapter 4 

ANNUAL FINANCIAL STATEMENTS 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON EZINQOLENI MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Ezinqoleni Municipality, 
which comprise the statement of financial position as at 30 June 2011, and statement of 
financial performance, statement of changes in net assets and cash flow statement for 
the year then ended, and a summary of significant accounting policies and other 
explanatory information, as set out on pages XX to XX. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 
of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2010 (Act No. 1 of 2010) 
(DoRA), and for such internal control as management determines necessary to enable 
the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 (Act 
No. 108 of 1996), section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA) and section 126(3) of the MFMA, my responsibility is to express an opinion 
on the financial statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and 
General Notice No. 1111 of 2010 issued in Government Gazette No. 33872 of 15 
December 2010. Those standards require that I comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 


55 


6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 


Opinion 

7. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Ezinqoleni Municipality as at 30 June 2011, and its financial 
performance and cash flows for the year then ended in accordance with SA Standards 
of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Unauthorized expenditure 


8. As disclosed in note 20.1 to the financial statements, unauthorised expenditure to the 
amount of R2,4 million was incurred, as the total budget for the municipality was 
exceeded. 

Irregular expenditure 

9. As disclosed in note 20.3 to the financial statements, irregular expenditure relating to 
procurement and contract management totalling R239 301 was incurred, as a result of 
contraventions of the Local Government: Municipal Supply Chain Management 
Regulations (MSCMR). 

Additional matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Material inconsistencies in other information included in the annual report 

10. I have not obtained the other information included in the annual report for my review 
and as such have not been able to identify any material inconsistencies with the 
financial statements. 

Unaudited supplementary schedules 

11. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

12. In accordance with the PAA and in terms of General Notice No. 1111 of 2010 issued in 
Government Gazette No. 33872 of 15 December 2010, I include below my findings on 
the annual performance report as set out on pages xx to xx and material non- 
compliance with laws and regulations applicable to the municipality. 

Predetermined objectives 

Presentation of information 
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13. The following criterion is relevant to the findings below: 

1. Performance against predetermined objectives is reported using the National 
Treasury guidelines. 

The following audit findings relate to the above criterion: 

Reasons for major variances between planned and actual reported targets were not 
provided in the report on predetermined objectives 

2. Adequate explanations for major variances between the planned and the actual reported 
targets were not provided for the objectives, as required in terms of the relevant reporting 
guidance. In total, 25% of the reported targets with major variances were not explained. 

Measures taken to improve performance were not explained in the report on 
predetermined objectives 

3. No measures taken to improve performance were provided in the performance report, 
as required in terms of section 46(l)(c) of the Municipal Systems Act of South Africa, 
2000 (Act No. 32 of 2000) (MSA). In total, 100% of the reported targets where 
improvement was required were not explained. 

Usefulness of information 

4. The following criterion is relevant to the finding below: 

l.Consistency: Objectives, indicators and targets are consistent between planning and 
reporting documents. 

2. The following audit finding relates to the above criterion: 

Reported information not consistent with planned objectives, indicators and targets 

3. The reported performance against predetermined objectives was not consistent with the 
approved integrated development plan. 

Reliability of information 

4. The following criteria are relevant to the finding below: 

S.Validity: Actual reported performance has occurred and pertains to the entity. 

G.Accuracy: Amounts, numbers and other data relating to reported actual performance 
have been recorded and reported appropriately. 

y.Completeness: All actual results and events that should have been recorded have 
been included in the annual performance report. 

8. The following audit finding relates to the above criteria: 

Reported targets not valid or accurate when compared to source information 

9. For the selected objectives, 50% of the reported targets were not valid or accurate 
based on the source information or evidence provided. 

Compliance with laws and regulations 

Annual financial statements, performance report and annual report 

10. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122(l)(a) of the MFMA, as 
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material misstatements relating to disclosure items were identified during the audit, 
which were subsequently corrected by management. 
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Procurement and contract management 

11. Contrary to MSCMR 44, awards were given to persons who were in the service of the 
state or were employees of the municipality, resulting in irregular expenditure. 

12. Persons in the service of the municipality who had a private or business interest in 
contracts awarded by the municipality failed to disclose such interest, as required by 
MSCMR 46(2)(e) and the codes of conduct for councillors or staff members issued in 
terms of the MSA. 

Expenditure management 

13. The accounting officer did not take effective and appropriate steps to prevent irregular 
and unauthorised expenditure as per the requirements of section 62(l)(d) of the MFMA. 

INTERNAL CONTROL 

14. In accordance with the PAA and in terms of General Notice 1111 of2010 issued in 
Government Gazette 33872 of 15 December 2010, I considered internal control relevant 
to my audit, but not for the purpose of expressing an opinion on the effectiveness of 
internal control. The matters reported below are limited to the significant deficiencies that 
resulted in the findings on the annual performance report and the findings on compliance 
with laws and regulations included in this report. 

Leadership 

15. The accounting officer and delegated officials did not exercise oversight responsibility 
over the procurement of goods and services to ensure that the municipality complied 
with the requirements of the MSCMR. 

Financial and performance management 

16. Management did not review the financial statements and report on predetermined 
objectives prior to submission for auditing. 


Pietermaritzburg 
30 November 2011 
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4.2 BASIS OF PREPARATION 


The annual financial statements have been prepared in accordance with the Standards of 
Generally Recognised Accounting Practices (GFtAP) issued by the Accounting Standards 
Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act 
No 56 of 2003). 

Ihese standardsare summarised asfollows: 


GRAP 1 

Presentation of Financial Statements 

GRAP2 

Cash Flow Statements 

GRAP3 

Accounting Policies, Changes in Accounting Estimatesand EiTors 

GRAP4 

Ihe Effectsof Changesin Foreign Exchange Rates 

GRAP5 

Borrowing Costs 

GRAP6 

Consolidated and Separate Financial Statements 

GRAP7 

Investments in Associates 

GRAP8 

Interests in J oint Ventures 

GRAP9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Flyperinflationary Economies 

GRAP 11 

Constnjction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events Afterthe Reporting Date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plantand Equipment 

GRAP 19 

Provisions, Contingent Liabilitiesand Contingent Assets 
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GRAP 100 

Non-current Assets Fleld forSale and Dlscontlnued Operatlons 

GRAP 101 

Agriculture 

GRAP 102 

Intanglble Assets 


Accounting policiesformaterialtransactions, eventsorconditionsnotcovened bythe above 
GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of 
GRAP 3. These accounting policies and the applicable disclosures have been based on the 
South African Statementsof Generally Accepted Accounting Practices (SA GAAP) including 
any interpretationsof such Statementsissued bythe Accounting PracticesBoard. 

Ihe Accounting Standards Board has set transitional provisions for individual standards of 
GRAP as set out in Directive 4 issued in March 2009. Details of the transitional provisions 
applicable to the municipality have been provided in the notes to the annual financial 
statements 

4.3 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 


1. The following GRAP standardshave been issued butare notyeteffective and 
have not been early adopted by the municipality. Application of all of the 
GRAP standardsnoted below will be effective from a date to be announced 
bythe Ministerof Finance. Thisdate isnotcurrentlyavailable. 

1. GRAP 18 Segment Reporting - issued March 2005 

2. GRAP 23 Revenue from Non-Exchange Transactions(Taxesand Transfers) - 
issued February2008 

3. GRAP 24 Presentation of Budget Information in Financial Statements- issued 
November2007 

4. GRAP 103 Fleritage Assets- issued J uly 2008 


The following standards, amendmentsto standardsand interpretationshave been 
issued but are not yet effective and have not been early adopted by the 
municipality: 

1. lAS 19 Employee Benefits- effective ljanuary2009 

2. IFRIC 17 Distribution of Non-cash Assetsto Owners- effective ljuly2009 

3. IAS39 Financial Instruments: Recognition and Measurement - portionsof 
standard effective IJ uly2009 
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Management hasconsidered all of the above-mentioned GRAP standardsissued 
but notyet effective and anticipatesthatthe adoption of these standardswill not 
have a significant impact on the financial position, financial performance orcash 
flowsofthe municipality. 

A summary of the significant accounting policies, which have been consistently 
applied except where a transitional provision hasbeen granted are disclosed below 
in paragraphs4to 18. 

2. PRESENTATION CURRENCY 

Ihese annual financial statementsare presented in South African Rand. 

3. GOING CONCERN ASSUMPTION 

Ihese annual financial statementshave been prepared on a going concem basis 


4. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated at cost or fair value less accumulated 
depreciation. Heritage assets, which are culturally significant resourcesand which are 
shown at cost, are not depreciated owing to the uncertainty regarding their 
estimated useful lives Similariy, land is not depreciated asit isdeemed to have an 
indefinite life. 

Ihe cost of an item of property, plant and equipment comprises purchase price, 
import duties, non-refundable purchase taxes and directly attributable costs of 
bringing the assetto working condition for its intended use, such assite preparation, 
initial delivery, handling, installation and professional fees Where itemsof property, 
plant and equipment have been impaired, the canying value is adjusted by the 
impainrient loss, which isrecognised asan expense in the period thatthe impairment 
is identified. 

Tbe costof an item of property, plantand equipment acquired in exchange fora 
non-monetary asset or monetary assetsora combination of monetary and non- 
monetary assetsismeasured at itsfairvalue. Ifthe acquired itemcannotbe 
measured at itsfairvalue, itscost ismeasured atthe carrying amount of the asset 
given up. 


Itemsof property, plantand equipment which are acquired for no cost orfora 
nominal cost are recognised attheirfairvalues. 
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Subsequent expenditure iscapitalised when the recognition and measurement 
criteria of an asset are met. 


The cost orfairvalue of property, plant and equipment is depreciated using the 
straight line method over the period of the estimated useful lives of the assets. 
Depreciation on new acquisitions is charged to the Statement of Financial 
Perfonriance in the financial yearthat economic benefitsaccnje to Council. 

The annual depreciation ratesare based on the following estimated asset lives:- 


DETAILS 

YEARS DETAILS 

YEARS 

Infrastructure 

Other 


Roads 

10-20 Machinery and equipment 

3-10 

Water 

25 Furniture and equipment 

3-5 


Computer equipment 

5 


Motor vehicles 

5 


Buildings 

15-30 


Ihe estimated useful livesand residual values of property, plantand equipmentare 
periodically reviewed and adjusted where necessary. 

Ihe gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the 
carrying value and isrecognised in the Statement of Financial Perfonriance. 

Where the carrying amount of an item of property, plant and equipment is greater 
than the estimated recoverable amount, it is written down immediately to its 
recoverable amount and an impairment loss ischarged to the Statement of Financial 
Performance. 

Ezinqoleni Municipality hastaken advantage of the transitional provisions penmitted 
by the Accounting Standards Board, in tenrisof Directive 4 issued in March 2009, with 
respect to the measurement of property plant and equipment as set out in 
paragraphs73to 83. 

5. INTANGIBLE ASSETS 


Computer software and websites 
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Cost associated with developing or maintaining computersoftware 
programmesare recognised asan expense asincurred. Coststhat are 
directly associated with identifiable and unique productscontrolled bythe 
Municipality, and that will probably generate economic benefitsexceeding 
costsbeyond one year, are recognised asintangible assets. Direct costs 
include staff costsof the software developmentteam and an appropriate 
portion of relevant overfieads. 


Expenditure that enhancesorextendsthe performance of computer 
software programmesbeyond theiroriginal specificationsisrecognised asa 
capital improvement and added to the original cost of the software. 
Computersoftware development costsrecognised asassetsare amortised 
using the straightline method overtheir useful lives, not exceeding a period 
of 2to 5 years. 


Ezinqoleni Municipality hastaken advantage of the transitional provisions penriitted 
by the Accounting Standards Board, in tenosof Directive 4 issued in March 2009, with 
respectto the measurementof intangible assetsassetout in paragraphsllOto 118. 

6. LEASES 


Paymentsmade underlease agreementsare expensed and charged to the 
Statement of Financial Performance on a straight line basisoverthe period of the 
lease. These agreementsdo nottransferriskand rewardsassociated with ownership 
of an assetto the Municipality. 


Ezinqoleni Municipality hastaken advantage of the transitional provisions penmitted 
by the Accounting Standards Board, in tenmsof Directive 4 issued in March 2009, with 
respectto the measurement of leasesasset out in paragraphsSS to 60. 


7. FINANCIAL INSTRUMENTS 
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Financial instmmentsare initially measured atfairvalue. The subsequent 
measurement of financial instmmentsisdealt with below and in the absence of an 
approved GRAP Standard, isin accordance with IAS39. 


7.1 INVESTMENTS 


Financial instmments, which include unlisted, reciprocal municipal bonds, fixed 
depositsand short-teim deposits invested in registered commercial banksare stated 
in the annual financial statements at the lowerof cost orfair value. No impainrients 
are required asthe cost valuesequate to theircash values. 

Where investments have been impaired, the carrying values are adjusted by the 
impainrient losses, which are recognised as an expense in the period that the 
im p a irme nt is id e ntifie d . 

On disposal of an investment, the difference between the net proceeds on disposal 
and the canying amount is charged or credited to the Statement of Financial 
Perfonriance 


7.2 CONSUMER AND OTHER RECEIVABLES 


Consumer and other receivables are categorised as financial assets: loans and 
receivables and are initially recognised at fairvalue and subsequently carried at 
amortised cost. Amortised cost refersto the initial canying amount, plus interest, less 
repaymentsand impairments An estimate ismade fordoubtful receivablesbased on 
a review of all outstanding amounts at year-end. Impainrients are detenmined by 
discounting expected future cash flows to their present value. Amounts that are 
receivable within 12 monthsfrom the reporting date are classified ascunent. 

Bad debtsare written off during the yearin which they are identified. 

An impairment orbad debt lossisrecognised when it isprobable thatthe 
Municipality will not be able to collect all amountsdue (principal and interest) 
according to the contractual termsof the accountsreceivable. The assessment of 
objective indicatorsof impairmentforaccountsreceivable iscarried outateach 
balance sheet date. 


7.3 CASH AND CASH EQUIVALENTS 
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Cash includes cash on hand and cash with banks Cash equivalents are short-term 
highly liquid investments that are held with registered banking institutions with 
maturitiesof twelve monthsorlessand are subjectto an insignificant riskof change in 
value. 

Forthe purposes of the cash flow statement, cash and cash equivalents comprise 
cash on hand, deposits held on call with banks and investments in financial 
instruments, net of bank overdrafts. The municipality categorises cash and cash 
equivalentsasfinancial assets: loansand receivables. 

Bank overdrafts are recorded at the cunent value of the utilisation of approved 
facilities from the Municipality's bankers. Finance charges on bank overdrafts are 
expensed as incuned. Amounts owing in respect of bank overdrafts are categorised 
asfinancial liabilities: otherfinancial liabilitiescanied at amortised cost. 


7.4 FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 


After initial recognition, financial liabilitiesare subsequently measured at amortised 
cost using the effective interest rate method. Amortised cost iscalculated by taking 
into account any discountsor premiumson settlement. Gainsand lossesare 
recognised in net income orlosswhen liabilitiesare impaired aswell asthrough the 
amortisation process. 


Accountspayable are stated in the annualfinancial statementsatthe amountsdue 
to trade and othercreditorsforgoodsorservicesreceived. Ihe liabilitiesare generally 
settled within a period of 30 days, accordingly impairments, if any, are considered to 
be immaterial. 

8. REVENUE RECOGNITION 

8.1 Revenue from Exchange Transactions 

Interest is recognized on a time proportion basis. 

Revenue arising from the application of the approved tariff of charges is recognised 
when the relevant service isrendered and the fee hasbeen charged. 

Revenue from the sale of goods is recognised when the risk is passed to the 
consumer. 

Revenue from public contributions is recognised when all conditions associated with 
the contribution have been met or where the contribution is to finance property, 
plant and equipment, when such items of property, plant and equipment is brought 
into use. Where public contributions have been received but the municipality has 
not metthe conditions, a liability isrecognised. 
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8.2 Revenuefrom non-exchange transactions 


Revenue from assessment rates is recognised when the legal entitlement to this 
revenue arises. 

Revenue from the collection of traffic fines is recognised when payment is received 
togetherwith an estimate of traffic fineswill be received based on past experience of 
amountscollected. 

Donations are recognised when cash is received or when property, plant and 
equipmentare brought into use. 

Contributed property, plant and equipment is recognised when such items of 
property, plant and equipment are brought into use. 

Revenue from the recovery of unauthorised, inegular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the 
Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the 
recovery thereof from the responsible councillorsorofficials is virtually certain. 


9. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as 
revenue to the extent that the Municipality has complied with any of the criteria, 
conditions or obligations embodied in the agreement. A liability is recognised to the 
extentthatthe criteria, conditionsorobligationshave not been met. 

10. PROVISIONS 

Provisions are recognised when the Municipality has a present or constnjctive 
obligation as a result of past events, it is probable that an outflow of resources 
embodying economic benefitswill be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to reflectthe current bestestimate. 

11. RETIREMENT BENEFITS 

Ihe Municipality operates various pension schemes. Ihese schemes are funded 
through tnjstee administered funds. Ihe Municipality has both defined benefit and 
defined contribution plans A defined contribution plan isa pension plan underwhich 
the municipality paysfixed contributions into a separate entity. Ihe Municipality has 
no legal orconstructive obligationsto pay furthercontributions 

Contributions are recognised as an expense in the Statement of Financial 
Performance in the yearin which they become payable. 

Ihe liability recognised in the statement of financial position is in respect of defined 
benefit plan forpost employment health care benefits The fund isactuarially valued 
each year using the discounted cash flow method. Any deficits identified by the 
actuary are recovered from the municipality in the fonri of surcharges added to the 
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contributions which ane recognised as an expense in the Statement of Financial 
Perfonriance in the yearthat they become payable. 

Ihe liability for the defined benefit plan is being recognised in the statement of 
financial position overa Syearperiod perthe transitional provisions afforded to the 
Municipality in teimsof lAS 19, paragraph 155(b). 

12. BORROWING COSTS 

Borrowing costsare recognised in the Statement of Financial Performance in the 
year in which they become payable. 


13. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure 
that is not in tenmsof the conditionsof an allocation received from anothersphere of 
govemment, municipality or organ of state and expenditure in the fonri of a grant 
that is not permitted in tenms of the Municipal Finance Management Act (Act No.56 
of2003). Unauthorised expenditure isaccounted forasan expense in the Statement 
of Financial Perfonmance and where recovered, it is subsequently accounted foras 
revenue in the Statement of Financial Performance. 

14. IRREGULAR EXPENDITURE 

Inegular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No.56 of 2003), the Municipal SystemsAct (Act No.32 of 2000), 
the Public Office Bearer's Act (Act No. 20 of 1998) or is in contravention of the 
Municipality's supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Inegular expenditure isaccounted for as expenditure in 
the Statement of Financial Performance and where recovered, it is subsequently 
accounted forasrevenue in the Statement of Financial Perfonmance. 

15. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would 
have been avoided had reasonable care been exercised. Fnjitless and wasteful 
expenditure is accounted for as expenditure in the Statement of Financial 
Perfonmance and where recovered, it is subsequently accounted forasrevenue in 
the Statement of Financial Performance. 

1. TRANSITIONAL PROVISIONS 

Ezinqoleni Municipality hastaken advantage of the transitional provisionspermitted 
by the Accounting StandardsBoard, asset out in Directive 4 issued in March 2009 as 
follows: 

1. GRAP 1 Presentation of Financial Statements- paragraphs7-8A 

2. GRAP 9 Revenue from Exchange Transactions- paragraphs 37-38 
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3. 


GRAP 12 Inventories- paragraphs 45-52 

4. GRAP 13 Leases- paragraphs 55-60 

5. GRAP 16 Investment Properties- paragraphs 63-70 

6. GRAP 17 Property, Plant and Equipment- paragraphs 73-83 

7. GRAP 19 Provisions, Contingent Liabilitiesand Contingent Assets- 
paragraphs93-94E 

8. GRAP 100 Non-currentassetsheld forsale and discontinued 
operations- paragraphs 97-98 

9. GRAP 102 Intangible Assets- paragraphs 110-118 

10. lAS 19 Retirement benefits- paragraph 155(b). 


The municipality hasdeveloped a plan to implementthe above transitional 
provisionswithin the window period established in Directive 4. Progresswill be 
evaluated each reporting period. 
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Normal retirement age 

65 

65 

Proportion continuing membership at retirement 

95% 

95% 

Proportion of retiring members who are married 

90% 

90% 

Mortality during employment 

Percentage of in-service members withdrawing before retirement: 

SA 85-90 light 

SA 85-90 light 

Age 20 - 24 

15% 

15% 

Age 25-29 

10% 

10% 

Age 30 - 34 

7% 

7% 

Age 35 - 39 

4% 

4% 

Age 40 - 44 

2% 

2% 

Present \alue of the obligation 

436 000 

319 000 

Mo\«ment in the defined benefit obligation is as follows: 

Balance at beginning of the year 

319 000 

- 

Current service cost 

70 000 

- 

Interest cost 

35 000 

- 

Expected return on assets 

- 

- 

Actual (Gain) / Loss 

24 000 

- 

Benefits payments by Municipality 

(12 000) 

“ 

Balance at end of year 

436 000 

319 000 


The amounts recognised in the Statement of Financial Performance 
were as follows: 

Current service cost 70 000 

2.2 Interest cost 35 000 

Expected return on assets 


Actual (Gain) / Loss 24 000 


129 000 


Post retirement pension plan 

The Municipality’s personnel are members of one ofthe Natal Jolnt Munlclpal Pension retirement funds, namely the 

An independent valuer carries out a statutory valuation of the NJMPF on a triennial basis and an interim \®luation on an 
annual basis. The 2011 interim valuations ha\« not yet been released. 

Superannuation Fund 

The latest statutory valuation of the Superannuation Fund (defined benefit) as at 31 March 2008 concluded that: 

- The Fund was fully funded and financially sound on the discounted cash flow method. 

- The required contribution rate for the future service exceeded the contribution rate payable by 1,27% of pensionable 

The interim valuation carried out on the Superannuation Fund as at 31 March 2009 reflected: 

- The memorandum account in respect of pensioners was fully funded. 

- There was a small deficit in respect of acti\« members which is being met by the surcharge of 7% of pensionable 

- The required contribution rate for the future service exceeded the contribution rate payable by 1,50% of pensionable 
salaries. 


Post retirement pension plan (continued) 

The interim valuation carried out on the Superannuation Fund as at 31 March 2010 reflected: 

-The memorandum account in respect of pensioners was fully funded. 

- There was a deficit in respect of active members which is being met by the surcharge of 7% of pensionable salaries, the 
-The required contribution rate for the future service exceeded the contribution rate payable by 1,69% of pensionable 
salaries. 
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EZINQOLENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2011 


fe. PROPERTY, PLANT & EQUIPMENT 
30 June 2011 


Reconciliation of Carrying Value 

Buildings 

Infrastructure 

Roads 

Machinery & 
Equipment 

Furniture & 
Equipment 

Computer 

Equipment 

Motor 

Vehicles 

Heritage 

Assets 

Total 

R 

R 

R 

R 

R 

R 

R 

R 

Carrying Values at 30 June 2010 

10 342 470 

13 151 655 

793 655 

517 502 

233 988 

716 942 

48 000 

25 804 212 

Cost 

11 164 281 

14 904 530 

1 609 105 

1 101 580 

686 192 

1 315 671 

48 000 

30 829 359 

Accumulated depreciation 

{ 821811) 

{ 1 752 875) 

( 815 450) 

( 584 078) 

{ 452 204) 

( 598 729) 

- 

( 5 025 147) 

Acquisitions 

5 297 148 

821 505 

12 299 

67 839 

123 997 

- 

- 

6 322 788 

Newly identified assets at fair value 

39 760 

- 

337 145 

131 397 

160 334 

93 200 

- 

761 836 

Depreciation 

( 397 099) 

( 1 240 402) 

( 156 994) 

( 202 879) 

{ 83 389) 

( 129 842) 

- 

( 2 210 605) 

Reassessment of useful life 

- 

- 

23 063 

227 405 

6 735 

- 

- 

257 203 

Carrying Value of disposals 

- 

- 

( 5 533) 

{ 8 597) 

( 3 843) 

- 

- 

{ 17 973) 

Cost 

( 1717) 

- 

( 28 548) 

( 24 671) 

{ 244 485) 

- 

- 

( 299 421) 

Impairment 

1 355 


10 626 

944 

13 968 

- 

- 

26 893 

Accumulated depreciation 

362 

- 

12 389 

15 130 

226 674 

- 

- 

254 555 

Carrying Values at 30 June 2011 

15 282 279 

12 732 758 

1 003 635 

732 667 

437 822 

680 300 

48 000 

30 917 461 

Cost 

16 499 472 

15 726 035 

1 930 001 

1 276 145 

726 038 

1 408 871 

48 000 

37 614 562 

Accumulated depreciation 

( 1 217 193) 

{ 2 993 277) 

( 926 366) 

( 543 478) 

{ 288 216) 

( 728 571) 

- 

( 6 697 101) 


Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, in terms of Directive 4 issued in March 2009, with respect to 
the measurement of property plant and equipment as set out in paragraphs 73 to 83. 

Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, in terms of Directive 4 issued in March 2009, with respect to 
the measurement of leases as set out in paragraphs 55 to 60. 

Assets with a book \alue of R23 990 that are not in working condition or were not utilised will be disposed of during the 2011/12 financial year once Council has appro\«d the disposal 
of these assets. 
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30 June 2010 




Infrastructure 

Machinery & 

Furniture & 

Computer 

Motor 

Heritage 

Intangible 


Reconciliation of Carrying Value 

Buildings 

Roads 

Equipment 

Equipment 

Equipment 

Vehicles 

Assets 

Assets 

Total 


R 

R 

R 

R 

R 

R 

R 

R 

R 

Carrying Valuesat 

1 July 2009 

7 646 822 

7 573 111 

966 652 

493 737 

293 514 

752 338 

48 000 


17 774 174 

Cost 

8 101 059 

8 295 900 

1 610 905 

970 812 

617 576 

1 621 447 

48 000 

- 

21 265 699 

Accumulated depreciation 

( 454 237) 

( 722 789) 

( 644 253) 

( 477 075) 

( 324 062) 

( 869 109) 

- 

- 

( 3 491 525) 

Acquisitions 

3 063 222 

6 608 630 

- 

130 768 

68 616 

280 938 



10 152 174 

Depreciation 

( 366 218) 

( 1 030 086) 

( 162 227) 

( 106 059) 

( 112 936) 

( 154 335) 

- 


( 1 931 861) 

Impairment 

( 1 356) 

- 

( 10 626) 

( 944) 

( 15 206) 




( 28 132) 

Carrying Value of disposals 

- 

- 

( 144) 

- 

- 

( 161 999) 

- 

- 

( 162 143) 

Cost 

- 

- 

( 1800) 

- 

- 

( 586 714) 

- 

- 

( 588 514) 

Accumulated depreciation 

- 

- 

1 656 

- 

- 

424 715 

- 

- 

426 371 

Carrying Valuesat 

30 June 2010 

10 342 470 

13 151 655 

793 655 

517 502 

233 988 

716 942 

48 000 


25 804 212 

Cost 

11 164 281 

14 904 530 

1 609 105 

1 101 580 

686 192 

1 315 671 

48 000 


’ 30 829 359 

Accumulated depreciation 

( 821 811) 

( 1 752 875) 

( 815 450) 

( 584 078) 

( 452 204) 

( 598 729) 

- 

- 

( 5 025 147) 
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EZINQOLENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2011 

2011 2010 

R R 


'7. INTANGIBLE ASSETS 


Carrying values at 30 June 2010 

294 892 

203 438 

Cost 

449 015 


285 141 

Accumulated Amortisation 

( 154 123) 


( 81 703) 

Additions 

75 000 

181 755 

Amortisation 

( 99 054) 

( 89 901) 

Disposals 

. 

( 400) 

Cost 

- 


( 17 881) 

Accumulated Amortisation 

- 


17 481 

Carrying values at 30 June 2011 

270 838 

294 892 

Cost 

524 015 


449 015 

Accumulated Amortisation 

( 253 177) 


( 154 123) 


The carrying value of intangible assets disclosed relate to computer 
software and Municipal website. 

Ezinqoleni Municipality has taken advantage of the transitional provisions 
permitted by the Accounting Standards Board, in terms of Directive 4 
issued in March 2009, with respect to the measurement of intangible 
assets as set out in paragraphs 110 to 118. 

8. CONSUMER DEBTORS 


Rates 

254 167 

331 745 

Less provision for bad debts 

( 102 700) 

{ 331 745) 

Total 

151 467 

- 

Rafes; Aaeina 

Current (0 - 30 days) 

{ 67 614) 

( 18) 

31 - 60 Days 

( 1655) 

( 1 656) 

61 - 90 Days 

( 267) 

{ 266) 

91 - 120 Days 

- 

- 

Greater than 120 days 

317 793 

331 745 

Total 

248 257 

329 805 

OTHER DEBTORS 

Sundry Debtors 

885 726 

157 402 

Deposit 

2 000 

2 000 

Accrued Income 

31 399 

18 165 

National Treasury - FMG (Refer to Note 14.9) 

26 749 

- 

Library Grant (Refer to Note 14.9) 

945 874 

28 977 

206 544 

Less provision for bad debts 

{ 36 260) 

( 65 237) 

Total Other Debtors 

909 614 

141 307 
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EZINQOLENI MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2011 

2011 

2010 



R 

R 

'10. 

CALL INVESTMENT DEPOSITS 




ln\fistments - Conditional Grant 

8 172 511 

4 275 771 


Investments - Lottery Grant 

435 516 

423 818 


ln\«stments - MSIG Grant 

795 660 

749 091 



9 403 687 

5 448 680 


ACCOUNT DESCRIPTION - Investments (MFMA reguirement) 




Investment Conditional Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828533 : Call Account 




Bank statement balance at the begining of the year 

4 275 771 

4 275 771 


Bank statement balance at the end of the year 

8 172 511 

4 275 771 


Investment Lottery Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828955 : Call Account 




Bank statement balance at the begining of the year 

423 818 

423 818 


Bank statement balance at the end of the year 

435 516 

423 818 


Investment MSIG Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62231035537 : Money Market 




Bank statement balance at the begining of the year 

749 091 

- 


Bank statement balance at the end of the year 

795 660 

749 091 


TOTAL INVESTMENTS : 

9 403 687 

5 448 680 

11. 

CASH AND CASH EQUIVALENTS 




The Munlclpallty hasthe followlng maln bankaccount: 

A CCOUNT DESCRIPTION 




Primary Bank Account 

First National Bank Account - Port Shepstone Branch 

Account Number 62024943153 : Cheque Account 




Cash book balance at the begining of the year 

1 909 641 

2 300 337 


Cash book balance at the end of the year 

8 938 467 

1 909 641 


Bank statement balance at the begining of the year 

1 909 641 

2 300 337 


Bank statement balance at the end of the year 

8 939 467 

1 909 641 


Petty cash and cash on hand 

1000 

500 


TOTAL BANK BALANCES AND CASH: 

8 939 467 

1 910 141 

12. 

VAT ASSET / (LIABILITY) 

2 739 561 

1 913 514 


VAT is claimable on the payments basis and payable on the receipts basis. 
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13. PROPERTY RATES 



Actual 

Agriculture properties used for agricultural purposes 

184 486 

118 270 

Agricultural propertles used for other business and commercial purposes 

53 213 

127 954 

Industrial propertles 

200 567 

33 948 

Publlc service infrastructure 

50 

15 

Total Assessment Rates 

438 316 

280 187 

Propertv Valuations 

Agriculture properties used for agricultural purposes 

341 168 000 

342 814 000 

Agricultural propertles used for other business and commercial purposes 

18 544 000 

18 544 000 

Industrial propertles 

4 920 000 

4 920 000 

Publlc sen/ice infrastructure 

36 000 

25 000 

Total Property Valuations 

364 668 000 

366 303 000 

Non rateable 

- 

- 

The last general valuation came into effect on: 

Property rates levied in terms of the Local Government: Municipal Property Rates 
Act No. 6 of 2004 with effect from 01/07/2008 

Interim \aluations are processed on an annual basis to take into account changes 
in individual values due to consolidations and subdivisions 

1/07/2010 

1/07/2009 

Assessment rates: Cents in the rand on market valuation as follows: 

Agriculture properties used for agriculture purposes 

0,0721c/R 

0,069c/R 

Agricultural properties used for other business and commercial 

l,4421c/R 

l,38c/R 

Industrial properties 

l,4421c/R 

l,38c/R 

Public service infrastructure 

0,1803c/R 

0,12075c/R 

Phasing in discount: 

Agricultural property 


75% 

Industrial properties 

Rates are levied as follows (in terms of Section 26 of the Municipal Property Rates 
Act No. 6 of 2004 for the 2010 financial year): 

On an annual basis, and the final dates of payment being the last working day of 
the month from August 2010 to June 2011. 


75% 

Interest is levied on outstanding rates per annum at: 

0% 

0% 

14. GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

18 111 980 

14 830 503 

Interim IDP Grant 

- 

50 000 

Municipal Systems Improvement Grant (MSIG) 

950 828 

501 663 

Management Assistance Programme 

- 

100 000 

Municipal Infrastructure Grant 

5 834 431 

7 621 985 

National Lottery Grant 

- 

764 372 

Financial Management Grant 

1 471 937 

1 704 079 

Small Town Rehabilitation Grant 

174 100 

- 

Library 

- 

1 371 788 

LED Strategy Grant 

18 425 

- 

Integrated National Electrification Programme 

6 873 761 

- 

Library Grant- Cyber Cadet 

20 921 


Total Government Grant and Subsidies 

33 456 382 

26 944 390 
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14.1 Equitable Share 


Balance unspent at beginning ofyear 

Current year receipts 18 111 980 14 830 503 

Conditions met - transferred to revenue ( 18 111 980) ( 14 830 503) 


Conditions met 


In terms of the Constitution, this grant is used to subsidise the provision of basic 
services to indigent community members. 

14.2 Interim IDP Grant 

Balance unspent at beginning ofyear 
Adjustment - expenditure condoned by National Treasury 
Current year receipts 
Conditions met - transferred to revenue 


Conditions met 


This grant was to develop the integrated de\elopment plan. No funds were 
withheld. 


14.3 Municipal Systems Improvement Grant 


Balance unspent at beginning ofyear 

1 234 181 

989 444 

Current year receipts 

750 000 

746 400 

Conditions met - transferred to revenue 

( 950 828) 

( 501663) 


Conditions still to be met-transferred to liabilities (see note 5) 1 033 353 1 234 181 


This grant is used for the improvement of systems. No funds were withheld. 

14.4 Management Assistance Programme 

Balance unspent at beginning of year 

Adjustment - expenditure condoned by National Treasury 

Current year receipts 

Conditions met - transferred to revenue 

Transferred to rewnue - no further conditions to be met 


Conditions met 


This grant is utilised to assist management to improve their systems and improw 
community participation. No funds were withheld. 

14. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

14.5 Municipal Infrastructure Grant 


Balance unspent at beginning of year 

2 443 466 

1 603 451 

Adjustments and transfers 

- 

- 

Current year receipts 

7 511 000 

8 462 000 

Conditions met - transferred to revenue 

( 5 834 431) 

( 7 621 985) 


Conditions still to be met-transferred to liabilities (see note 5) 4 120 035 2 443 466 


This grant was used for infrastructure programmes. No funds were withheld. 


100 000 
( 100 000) 


50,000 

(50,000) 
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14.6 National Lottery Grant 

Balance unspent at beginning of year 1 214 050 

Current year receipts 

Conditions met - transferred to revenue 


Conditions still to be met-transferred to liabilities (see note 5) 1 214 050 


This grant was used to for specific projects such as the contruction of sports 
fields. No funds were withheld. 


14.7 Financial Management Grant 

195 069 
1 250 119 
( 1 471 937) 


Balance unspent at beginning ofyear 

Current year receipts 

Conditions met - transferred to revenue 


Balance owing transferred to debtors (refer to note 9) 


( 26 749) 


This grant was used for financial management including improving the finance 
management system, purchasing computers forfinance staff and capacity building 
for finance, for example the employment of interns. No funds were withheld. 


14.8 Town Planning Grant 

Balance unspent at beginning ofyear 

Current year receipts 5 352 000 

Transferred to rewnue - no further conditions to be met ( 174 100) 


Conditions still to be met-transferred to liabilities (see note 5) 5 177 900 


This grant was used to rehabilitate town including Construction of trade 
centre,community park, Landscaping and installation of street lights. No funds 
were withheld. 


408 422 
1 570 000 
( 764 372) 


1 214 050 


899 148 
1 000 000 
( 1 704 079) 


195 069 


14.9 Library Grant 


Balance unspent at beginning ofyear 

( 28 977) 

( 471 798) 

Current year receipts 

- 

1 814 609 

Conditions met - transferred to revenue 

Written off against provision made in prior year 

28 977 

( 1 371 788) 

Conditions met 

- 

( 28 977) 


This grant was used to build the new Library. No funds were withheld. 

14. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

14.10 LED Strategy Grant 

Balance unspent at beginning of year 

Current year receipts 400 000 

Transferred to re\«nue - no further conditions to be met (18 425) 


Conditions still to be met-transferred to liabilities (see note 5) 381 575 


This grant was used to review Local Economic Development Strategy and align it 
with the district strategy. No funds were withheld. 


14.11 Integrated National Electrification Programme 

Balance unspent at beginning of year 

Current year receipts 8 000 000 

Conditions met - transferred to revenue (6873 761) 

Transferred to rewnue - no further conditions to be met 


Conditions still to be met-transferred to liabilities (see note 5) 


1 126 239 


This grant was used to connect electricity to households with no connections 
programmes. No funds were withheld. 87 


14.12 Library Grant - Cyber Cadet 


Balance unspent at beginning ofyear 

Current year receipts 90 000 

Conditions met - transferred to revenue (20 921) 

Transferred to rewnue - no further conditions to be met 


Conditions still to be met-transferred to liabilities (see note 5) 69 079 


This grant was used for the operational staff for the library such as the Cyber Cadet 

'15. EMPLOYEE RELATED COSTS 


Employee related costs - salaries and wages 

4 655 

811 

4 355 

381 

Contributions to UIF, medical and pension benefits 

739 

596 

657 

999 

Tratfil, motor car, accommodation, subsistence & other allowances 

799 

887 

611 

916 

Housing benefits and allowances 

315 

456 

310 

734 

Owrtime 


- 

35 

017 

Leave 

38 

859 


- 

Bonuses 

252 

015 

229 

350 

Backpay 

51 

825 


- 

Contributions to long service award 

129 

000 


- 


6 982 449 6 200 397 


The breakdown of the figures for the comparative year are not available. 


Included in the employee related costs are the following: 
Remuneration of the Municipal Manager 


Annual Remuneration 

425 443 

298 659 

Car Allowance 

129 600 

97 200 

Backpay 

13 042 

10 225 

Housing 

103 200 

77 400 

Other benefits 

23 150 

- 

Total 

694 435 

483 484 


15. EMPLOYEE RELATED COSTS (continued) 


Remuneration of the Chief Finance Officer 


Annual Remuneration 

280 916 

245 592 

Car Allowance 

108 000 

108 000 

Backpay 

9 574 

18 763 

Housing 

84 000 

84 000 

Other benefits 

27 507 


Total 

509 997 

456 355 


Remuneration of Directors 


16 . 


Director: Technical Services 


Annual Remuneration 

323 344 

259 992 

Car Allowance 

99 000 

126 000 

Backpay 

9 574 

19 063 

Housing 

62 232 

68 232 

Other benefits 

45 726 

21 944 

Total 

539 876 

495 231 

Director: Corporate Services 

Annual Remuneration 

281 691 

244 131 

Car Allowance 

120 000 

120 000 

Backpay 

9 574 

18 763 

Housing 

60 000 

60 000 

Other benefits 

41 379 

30 000 

Total 

512 644 

472 894 

REMUNERATION OF COUNCILLORS 

Mayor 

638 427 

572 272 

Councillors 

1 496 873 

1 423 256 


Total Councillors’ Remuneration 




2 135 299 


1 995 528 


In-kind Benefits 

The Mayor is full-time and has an office and PA at the cost of the Council. 

FINANCE COSTS 

54 973 84 240 

54 973 84 240 


Non-current llablllties 
Short-term borrowings 


GENERAL EXPENSES 

Included in general expenses is the following: - 


Grant Expenditure - FMG 

669 340 

- 

Grant Expenditure - INEP (Intergrated National Electrification Programme) 

6 873 761 

- 

Transport costs 

293 266 

387 911 

Security costs 

231 816 

218 462 

Indigent support 

334 478 

350 001 

Special Programmes 

300 031 

343 000 

Grant-in-aid 

271 539 

194 593 

Electricity and water 

122 217 

112 780 

Cleaning & garden services 

196 315 

184 270 

Waste management 

266 686 

274 514 

Printing & stationery 

75 548 

78 032 

Telephone costs 

389 916 

341 476 

Audit fees(FMG) 

755 993 

404 491 

Training 

16 202 

105 891 

Legal expenses 

26 453 

49 744 

Postage 

749 

1 841 

Insurance 

163 353 

194 771 

Subscriptions 

168 393 

53 320 

Lease payments 

39 383 

49 796 

Bank Charges 

40 798 

34 561 

Advertising 

64 569 

64 189 

Other General Expenses 

2 953 750 

2 459 883 


14 254 556 

5 903 526 


OTHER INCOME 


Included in other income is the following: - 


SCP Refund Department of Transport 

36 620 

19 600 

Tenders - Sale 

35 250 

12 500 

Photocopies 

10 331 

1 150 

LG SETA 

29 790 

28 067 

Lea\« proysion adjustment 

- 

6 674 

Other Income 

168 245 

15 291 


280 236 

83 282 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 


20.1 Unauthorised expenditure 


Remuneration of councillors 

88 299 

98 528 

Debt impairment 

- 

273 606 

Depreciation, amortisation and impairment 

2 309 659 

2 049 893 

Finance charges 

54 973 

- 

General expenses 

- 

106 265 

Capital expenditure 

- 

857 929 


2 452 931 

3 386 221 
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2011 

The unauthorised expenditure (with the exception of remuneration of councillors) relate to 
expenditure incurred that was not budgeted for. The unauthorised expenditure relating to councillors 
is due to an increase in the number of wards and councillors. In total the budget has not been 
exceeded. These amounts are not recoverable. 

2010 

The unauthorised expenditure (with the exception of general expenses) relate to expenditure 
incurred that exceeded the budget. In total the budget has not been exceeded. These amounts are 
not recoverable. 

The unauthorised general expenses relates to the o\«rpayment of external and internal audlt fees. 
Debtors have been raised with regard to these amounts. No criminal steps have been taken and 
Council referred the matter to the MEC for discipllnary action to be taken. 

20. UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE (continued) 

20.2 Fruitlessand wasteful expenditure 

No fruitless or wasteful expenditure was incurred during 2011 (2010: Nil) 

20.3 Irregular expenditure 
Reconciliation of irregular expenditure 


Opening balance 

- 

30 000 

Irregular expenditure for the current year 

239 301 

- 

Approved /condoned by Council 

183 687 

30 000 

To be appro\fid / condoned by Council 

55 614 



Transfer to receivables for reco\«ry - not condoned 


Incident 

Action 

Non compliance \Mth supply 
chain managementprocess 

The expenditure in question was valid and has been 
condoned bycouncil. 


21. CASH GENERATED BY OPERATIONS 

Surplus for the year 
Adjustment for: - 
Amortisation: Intangible assets 
Previous years operating transactions 
Depreciation: Property.Plant and equipment 
Impairment 

Contribution to bad debt provision 

Contribution to long service award provision 

Loss on disposal of property, plant and equipment 

Gain on fair valuing assets 

Gain on reassessment of useful lifes 

ln\«stment income 

Finance costs 

Rounding difference 

Operating surplus before worklng capital changes: 
Decrease / (Increase) in consumer debtors 
Decrease / (Increase) in other debtors 
Increase in unspent conditional grants 
Increase / (Decrease) in creditors 
(Increase) in VAT recei\flble 
Cash generated by operations 


10 285 587 

10 432 629 

99 054 

89 901 

( 1551) 

881 

2 210 605 

1 931 861 

- 

28 131 

( 229 045) 

273 606 

117 000 

- 

17 974 

544 

( 761836) 

- 

( 257 203) 

- 

( 858 259) 

( 375 206) 

54 973 

84 240 

( 2) 


10 677 297 

12 466 587 

77 578 

( 197 671) 

( 768 307) 

307 298 

8 035 466 

1 186 301 

( 470 729) 

881 822 

( 826 047) 

( 983 930) 

16 725 258 

13 660 407 


22. CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 

Cash and cash equi\alents included in the cash flow statement comprise the 
following statement of amounts indicating financial position: 

Bank balances and cash 8 939 467 1 910 141 

Call investment deposits 9 403 687 5 448 680 

Total cash and cash equi\alents at the end of the year 18 343 154 7 358 821 


The municipality does not have overdraft facilities. 
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23. 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 


23.1 Contributionsto orqanised local qovernment 

Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 

23.2 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 

23.3 VAT 


50 404 53 320 

( 50 404) ( 53 320) 


755 993 

( 665 353) 448 110 

555 750 


90 640 


VAT received for the year 1 580 776 570 610 

VAT paid for the year 

All VAT returns ha\« been submitted by the due date throughout the year. 

23.4 PAYE and UIF 

Opening balance 

Current year payroll deductions 1 451 418 1 341 186 

Amount paid - current year ( 1 451 418) ( 1 341 186) 

Amount paid - previous years 

Balance unpaid (included in creditors) ^ ^ 

23.5 Pension and Medical Aid Deductions 


Opening balance 

Current year payroll deductions and Council 1 331 787 1 288 973 

Amount paid - current year ( 1 331 787) ( 1 288 973) 

Amount paid - previous years 

Balance unpaid (included in creditors) ^ ^ 

23.6 Councillor’s arrear consumer accounts 

No Councillors had arrear accounts outstanding. 

23.7 Material Losses 

No material losses were incurred. 

24. CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

- Approved and contracted for: 6 992 736 542 465 


Infrastructure 

116 810 


542 465 

Community 

6 875 926 


- 


- Approved but not yet contracted for: 


16 700 000 16 740 000 


Infrastructure 

- 


140 000 

Community 

16 700 000 


16 600 000 


23 692 736 17 282 465 


Total 
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This expenditure will be financed as follows: 
Grant funded 


23 692 736 


17 282 465 


'25. CONTINGENT LIABILITIES 

Disciplinary hearing: Mr Duma was found guilty on charges of 

misrepresentation and was accordingly dismissed. He refer the matter to - 36 145 

arbitration and the award was in favour of the municipality 

- 36 l^ 

'26. CONTINGENT ASSETS 

No contingent assets were identfied for the year ended 30 June 2011 nor for the 
year ended 30 June 2010. 

27. PRIOR YEAR ADJUSTMENTS 

Adjustment in respect of: 

Previous years' operating transactions 

27.1 Re\«rsal of unidentified amounts - 881 

27.2 Re\«rsal of prior year creditors ( 2 051) 

27.3 Correction of petty cash balance 500 

( 1551) 881 


27.1 Reversal of unidentified amounts 

This adjustment relates to the re\firsal of unidentifed amount of R881 in the opening balance for creditors and an 
unidentified difference of R1 between the opening balance for property, plant and eqipment in the general ledger and the 
fixed asset register. 

27.2 Reversal of prior year creditors 

This adjustments relates to the re\«rsal of unidentifed creditors balance from the prior year. 

27.3 Correction of petty cash balance 

This adjustments relates to the correction of the petty cash balance to agree to the balance kept on hand. 

28. EVENTS AFTER THE REPORTING DATE 

No significant events were identified after the reporting date that requires disclosure in the financial statements for the 
year ended 30 June 2011. 

29. COMPARISON WITH THE BUDGET 


Net surplus perthe statement of financial performance 

10 

285 

587 

10 

432 

629 

Adjusted for: 







Fair value adjustments 

1 

019 

039 



- 

Impairments recognised 



- 


28 

131 

Deficit on the sale of assets 


17 

974 



544 

Increase in provisions 

( 

258 

022) 


273 

606 

Variance between re\/enue budgeted for and revenue recei\«d 

( 

485 

754) 


323 

936 

Variance between expenditure budgeted for and expenditure incurred 

( 

517 

825) 

(1 

881 

846) 

Net surplus per appro\/ed budget 

10 

061 

000 

9 

177 

000 


The comparison of the Municipality's actual financial performance with that budgeted is set out in Annexure's E(l) and 
E{2). 
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30. RELATED PARTIES 

Transactions to the value of R21 698 were entered into during 2011 with the related party detailed below. The munipality 
did not have any related party transactions for the year ended and 30 June 2010. 

Relationships 

Employee NNF Ngcobo 

Company with shareholdings Thembalamambili Carpentry and Development cc 

Nkosijhona Njabulo Fortune Ngcobo is a member of the above company with which the Municipality interacts. 

31. OPERATING LEASES 

The future minimum lease payments payable under operating leases for the actual 
liability are as follows: 

No later than 1 year 58 023 

Later than 1 year and no later than 5 years 53 898 

Later than 5 years 

111 921 


80 626 
19 093 


99 719 


Operating lease payments payable relate to the hiring of office equipment and cellphones. 

Ezinqoleni Municipality has taken ad\®ntage of the transitional provisions permitted by the Accounting Standards Board, 
in terms of Directi* 4 issued in March 2009, with respect to the measurement of leases as set out in paragraphs 55 to 
60. 


32. FINANCIAL MANAGEMENT RISK 

Financial Risk Management Objectives 

Due to the largely non-trading nature of the activities and the way in which they are financed, municipalities are not 
exposed to the degree of financial risk faced by business entities. 

The municipality’s finance function monitors and manages the financial risks relating to the operations of the municipality. 
These risks include credit risk, liquidity risk, market risk relating interest rate risk. 


32.1 Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equi\alents and trade debtors. The municipality only deposits cash 
with major banks with high quality credit standing and limits exposure to any one counter-party. 

Except as detailed below, the carrying amount of financial assets recorded in the Annual Financial Statements, which is 
net of impairment losses, represents the municipality’s maximum exposure to credit risk without taking account of the 
value of any collateral obtained: 


The maximum credit risk exposure in respect of the rele\ant fnancial instruments 

Cash and Cash Equivalents 18 343 154 7 358 821 

Trade and other recei\ables 1 061 081 141 307 

Maximum Credit Exposure 19 404 235 7 500 128 


32. FINANCIAL MANAGEMENT RISK (continued) 

32.2 Liquidity risk 

The municipality’s risk to liquidity is a result of the funds a\®ilable to coverfuture commitments. The municipality 
The table below analyses the municipality’s financial liabilities into amounts due within the 12 months after f nancial year 


Trade and other payables 

Other: Lease and employee beneft obligations 

Maximum Liquidity Exposure 


2 762 542 
136 210 

2 898 752 


3 233 271 
158 423 

3 391 694 


32.3 Interest rate risk 

As the municipality has no signifcant interest-bearing assets, the municipality’s income and operating cash fows are 
substantially independent of changes in market interest rates. 

At year end, fnancial instruments exposed to interest rate risk were as follows: 

Investments 9 403 687 5,448,680 

Bank Balances and Cash 8 939 467 1 910 141 

Maximum Interest Exposure 8 939 467 1 910 141 


32.4 


Other price risk 

Due to legislative restrictions, the municipality does not trade these investments. 


EZINQOLENI MUNICIPALITY 

APPENDIX A: SCHEDULE OF EXTERNAL LOANS FOR THE YEAR ENDED 30 JUNE 2011 


DESCRIPTION 

Loan Number 

Interest Rate 

Date 

Repayable/ 

Repaid 

Balance at 

30/06/2010 

Received during 
the year 

Redeemed or 
Written off during 
this period 

Balance at 

30/06/2011 



% 


R 

R 

R 

R 

Lease Liability 








Toyota Financial Services 

86110022326 

14,336 

10/1/2011 

40 857 

- 

29 903 

10 954 

Toyota Financial Services 

86110028380 

14,321 

10/1/2011 

37 327 

- 

27 320 

10 007 

Toyota Financial Services 

86110022150 

14,283 

10/1/2011 

30 817 

- 

22 558 

8 259 

Toyota Financial Services 

86112645861 

18,50 

9/1/2013 

269 760 

- 

66 641 

203 119 

Total Lease Liability 




378 761 

■ 

146 423 

232 338 
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EZINQOLENI MUNICIPALITY 

APPENDIX B : ANALYSIS OF PROPERTY PLANT AND EQUIPMENT FOR THE YEAR ENDED 30 JUNE 2011 




Cost / Revaluation 




Opening 

Balance 

Additions 

Under 

Construction 

Disposals 

Transfers 


R 

R 

R 

R 

R 

Buildings 

11 164 281 

174 679 

5 122 469 

(1 717) 

39 760 

Infrastructure 

14 904 530 

704 912 

116 593 



Machinery & Equipment 

1 609 105 

12 299 


(28 548) 

337 145 

Furniture & Office Equipment 

1 101 580 

67 839 


(24 671) 

131 397 

Computers 

686 192 

123 997 


(244 485) 

160 334 

Motor Vehicles 

1 315 671 




93 200 

Heritage Assets 

48 000 



- 



30 829 359 

1 083 726 

5 239 062 

( 299 421) 

761 836 


Closing 

Opening 

Additions 

Accumulated 

Disposals 

Depreciation 

Reassessment 

Closing 

Carrying 

Balance 

R 

Balance 

R 

R 

R 

useful life 

R 

Balance 

R 

Value 

R 

16 499 472 

821 811 

397 099 

( 1 717) 


1 217 193 

15 282 279 

15 726 035 

1 752 875 

1 240 402 



2 993 277 

12 732 758 

1 930 001 

815 450 

156 994 

( 23 015) 

( 23 063) 

926 366 

1 003 635 

1 276 145 

584 078 

202 879 

( 16 074) 

( 227 405) 

543 478 

732 667 

726 038 

452 204 

83 389 

( 240 642) 

( 6 735) 

288 216 

437 822 

1 408 871 

598 729 

129 842 



728 571 

680 300 

48 000 



- 



48 000 

37 614 562 

5 025 147 

2 210 605 

( 281448) 

( 257 203) 

6 697 101 

30 917 461 


95 



EZINQOLENI MUNICIPALITY 

APPENDIX C : SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT FOR THE YEAR ENDED 30 JUNE 2011 



Opening 

Additions 

Cost / Revaluation 

Under Disposals 

Transfers 

Closing 

Opening 

Accumulated Depreciation 

Additions Disposals Reassessment 

Closing 


Balance 

R 

R 

Construction 

R 

R 

R 

Balance 

R 

Balance 

R 

R 

R 

R 

Balance 

R 

Executive & Council 

167 733 

250 190 


( 41 846) 

- 

376 077 

90 121 

282 873 

( 19 566) 

- 

353 428 

Financial Services 

3 098 801 

113 238 

15 810 

( 187 592) 

- 

3 040 257 

934 961 

131 660 

( 188 206) 

- 

878 415 

Corporate Ser\/ices 

11 136 970 

603 991 

- 

( 56 160) 

761 836 

12 446 637 

1 993 689 

500 408 

( 59 853) ( 

257 203) 

2 177 041 

Technicai Ser\/ices 

16 874 871 

191 306 

5 223 252 

( 13 823) 

- 

22 275 606 

2 160 500 

1 394 717 

( 13 823) 

- 

3 541 394 


31 278 375 

1 158 725 

5 239 062 

( 299 421) 

761 836 

38 138 577 

5 179 271 

2 309 658 

( 281448) 

( 257 203) 

6 950 278 


The appendix includes figures for property, plant and equipment (note 6) and intangible assets (note 7). 

Property, plant and equipment 
Intangible assets 
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EZINQOLENI MUNICIPALITY 

APPENDIX D: SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2011 


2010 

2010 

2010 


2011 

2011 

2011 

Actual 

Actual 

Surplus/ 


Actual 

Actual 

Surplus/ 

Revenue 

Expenditure 

(Deficit) 


Revenue 

Expenditure 

(Deficit) 

R 

R 

R 


R 

R 

R 

551 663 

1 183 589 

( 631 926) 

Executi\« & Council 

317 526 

1 736 006 

( 1 418 480) 

2 551 079 

3 985 881 

( 1 434 802) 

Financial Services 

4 816 873 

5 356 302 

( 539 429) 

14 837 177 

9 317 203 

5 519 974 

Corporate Services 

18 178 740 

10 587 148 

7 591 592 

9 758 145 

2 778 762 

6 979 383 

Technical Services 

12 750 854 

8 098 949 

4 651 905 

27 698 064 

17 265 435 

10 432 629 

Sub Total 

36 063 993 

25 778 405 

10 285 588 
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EZINQOLENI MUNICIPALITY 

APPENDIX E(l): ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2011 


Description 

2010/11 

Budget Adjustments 

Final Budget 

Actual Outcome 

Unauthorised 

Variance 

Actual Outcome 

Actual 

Explanation of significant Variance greater than 10% 


Original Budget 




Expenditure 


as %of Final 

Outcome as % 

versusFinal Budget 








Budget 

of Original 










Budget 



R 

R 

R 

R 

R 

R 

% 

% 


Financiaf Performance 










Property rates 

603 000 


603 000 

438 316 


( 164 684) 

73% 

73% 

Implementation ofthe Municipal Property Rates Act. 

Service charges 

50 000 

( 50 000) 





0% 

0% 

n/a 

Investment revenue 

350 000 


350 000 

858 259 


508 259 

245% 

245% 

There were more investment the municipality had, hence more 
interest than expected 

Transfers recognised - operational 

19 484 000 


19 484 000 

27 372 980 


7 888 980 

140% 

140% 

The varience was caused by the fact that there unexpected 
grants which were given to the municipality 

Other own revenue 

380 000 

( 14 000) 

366 000 

291 997 


( 74 003) 

80% 

77% 

The municipality was expecting to generate more income from 
hall hire and other related income which turn to be less 

Gain on fair valuing assets & change in useful lifes 




1 019 039 


1 019 039 

100% 

100% 


Total Revenue (excluding capital transfers & contributions 

20 867 000 

( 64 000) 

20 803 000 

29 980 591 


9 177 591 

144% 

144% 











Employees resigned during the yearwhich resulted in 

Employee costs 

9 047 000 


9 047 000 

6 982 449 


( 2 064 551) 

77% 

77% 

expenditure being under budget by 25%. The employees who 
resigned were F.T Mqadi, B.B.Cele(Late), SML 
Duma(Retrenched). 

Remuneration of councillors 

2 047 000 


2 047 000 

2 135 299 

88 299 

88 299 

104% 

104% 

The over expenditure was 2% on the final budget due to the 
increase in number of councilors. 

Debt impairment 




( 229 045) 


( 229 045) 



The municipality did not budget for bad debt provision and 

Depreciation & asset impairment 




2 309 659 

2 309 659 

2 309 659 



depreciation 

Finance charges 




54 973 

54 973 

54 973 

100% 

100% 

The municipality did not budgeted forfinance charges 










Certain expenditure budgeted for where it is not possible to 

Repairs and Maintenance 

465 000 

( 147 000) 

318 000 

252 540 


( 65 460) 

79% 

54% 

anticipate the actual figure which resulted in the budget being 
under spent. 

Certain expenditure budgeted for where it is not possible to 

Other expenditure 

4 417 000 

10 402 000 

15 137 000 

14 272 530 


( 864 470) 

94% 

323% 

anticipate the actual figure which resulted in the budget being 
under spent. 

Total Expenditure 

15 511 000 

10 402 000 

26 231 000 

25 778 405 

2 452 931 

( 770 595) 

98% 

166% 


Surplus/(Deficit) 

5 356 000 

( 10 466 000) 

( 5 428 000) 

4 202 186 


9 630 186 

-77% 

78% 

The financial year between the MIG office and the Municipality 
is different. They start a new financial year in April and start 
transferring money in our account and expect expenditure to 

Transfers recognised - capital 

18 137 000 

( 2 648 000) 

15 489 000 

6 083 402 


( 9 405 598) 

39% 

34% 

start as soon as possible. The Municipality who have finalised 
their allocation are encouraged to start spending on the future 
commitments. 

Contributions recognised - capital & contributed assets 










Surplus/ (Deficit) after capital transfers& contributions 

23 493 000 

( 13 114 000) 

10 061 000 

10 285 588 

- 

224 588 

102% 

44% 


Caoital exoenditure &funds sources 










Transfers recognised - capital 

17 250 000 

( 2 648 000) 

14 602 000 

6 083 402 


( 8 518 598) 

42% 

35% 

Refer to reasons above 

Transfers recognised - capital (from Equitable Share) 

887 000 


887 000 

305 278 


( 581 722) 

34% 

34% 

Due to not all assets budgeted for being purchased 

Public contributions & donations 


- 


- 

- 


0% 

0% 


Borrowing 


- 


- 

- 


0% 

0% 


Internally generated funds 







0% 

0% 


Total sources of capital funds 

18 137 000 

( 2 648 000) 

15 489 000 

6 388 680 

- 

( 9 100 320) 

41% 

35% 



98 




EZINQOLENI MUNICIPALITY 

APPENDIX E (2): ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2011 



2011 

2011 

2011 

2011 

2011 

2011 Explanation of Significant Variances 



Under 

Total 





Actual 

Construction 

Additions 

Budget 

Variance 

Variance 


R 

R 

R 

R 

R 

% 

Executive & Council 

250 190 

- 

250 190 

187 000 

63 190 

34% 

Financial Services 

113 238 

15 810 

129 048 

100 000 

29 048 

29% 

Corporate Services 

603 991 

- 

603 991 

600 000 

3 991 

1% 

Technical Services 

191 306 

5 223 252 

5 414 558 

14 602 000 

( 9 187 442) 

-63% 


1 158 725 

5 239 062 

6 397 787 

15 489 000 

( 9 091 213) 

-59% 
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EZINQOLENI MUNICIPALITY 

APPENDIX P : GRANTS AND SUBSIDIES RECEIVED - 2010/2011 

DISCLOSURE OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF THE MUNICIPAL FINANCE MANAGEMENT ACT, 56 OF 2003 


Name of 

Ncime of organ 



Qu8irterly Receipts 


Quarterly Expenditure 



Grants and 

Reason for 

Did your municipeiJity 

Reaison for non- 

Grants 

of state or municipal 

Unspent portion 

Adjustments 

July 

Oct 

Jan 

April 

Total 

July 

Oct 

Jan 

April 

Total 

Unspent portion 

Subsidies 

delay 

comply with the grant 

compliance 


entity 

2009/2010 

and 

to 

to 

to 

to 

Receipts 

to 

to 

to 

to 

Expenditure 

2010/2011 

delayed 

withholding 

conditions in terms 




flnanciekl 

Transfers 

Sept 

Dec 

Mar 

June 


Sept 

Dec 

Mar 

June 


flnancial 

/ withheld 

of funds 

of grant framework 




statements 




3 

4 




3 

4 


statements 



in the latest Diusion 

of Re\«nue Act 


Interim Integrated Development Plan 

Trade and Loceil Govt Affairs 














NO 

N/A 

YES 

N/A 

MunicipaJ Systems lmpro\«ment Grant 

Trade and Loceil Govt Affairs 

1 234 181 


750 000 




750 000 

32 400 

81 196 

147 461 

689 771 

950 828 

1 033 353 

NO 

N/A 

YES 

N/A 

Management Assistance Programme 

Trade and Loceil Govt Affairs 














NO 

N/A 

YES 

N/A 

MunicipaJ Infrastructure Grant (MIG) 

Trade and Loceil Govt Affairs 

2 443 466 


1 554 000 

1 933 000 

4 024 000 


7 511 000 

1 072 134 

1 103 314 

1 656 127 

2 564 352 

5 834 431 

4 120 035 

NO 

N/A 

YES 

N/A 

National Lottery Grant 

National Lottery 

1 214 050 












1 214 050 

NO 

N/A 

YES 

N/A 

Financial Management Grant 

National Treasury 

195 069 


1 250 000 

119 



1 250 119 

372 872 

597 369 

422 268 

79 428 

1 471 937 

( 26 749) 

NO 

N/A 

YES 

N/A 

Town Planning 

Treide and Local Govt Affairs 




5 352 000 



5 352 000 



121 539 

52 561 

174 100 

5 177 900 

NO 

N/A 

YES 

N/A 

Library 

KZN Dept of Art and Culture 

( 28 977) 












( 0) 

NO 

N/A 

YES 

N/A 

LED Strategy 

COGTA 




400 000 



400 000 




18 425 

18 425 

381 575 

NO 

N/A 

YES 

N/A 

Library Grant-Cyber Cadet 

KZN Dept of Art and Culture 





90 000 


90 000 




20 921 

20 921 

69 079 

NO 

N/A 

YES 

N/A 

Integrated NationaJ Electriflcation Progran 

Dept of Mineral & Energy 



4 586 000 

3 414 000 



8 000 000 

23 351 

493 254 

786 731 

4 734 271 

6 873 761 

1 126 239 

NO 

N/A 

YES 

N/A 



5 057 789 


8 140 000 

11 099 119 

4 114 000 


23 353 119 

1 500 757 

2 275 133 

3 134 126 

8 159 729 

15 344 402 

13 095 483 






Reflected as other debtors - Note 9 28 977 

Unspent grants at 30 June 2010 - Note 5 5 086 766 

5 057 789 


Reflected as other debtors - cleums submitted awaiting settlement - Note 9 26 749 

Unspent grants at 30 June 2011 - Note 5 13 122 232 

13 095 483’ 


100 


Chapter 5 
Functional Areas 


5.1 Technical Services 

5.2 Corporate Services 
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5.7 Annual Performance Report 
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5.1 TECHNICAL AND COMMUNITY SERVICES 



Mr S M Nsusha 

Director: Technical and Community Services 

the following rolesand functionsreside underthisdepartment: 

1. projectsfunded by sectordepartments: 

2. MIG projects 

3. housing projects 

4. free basic electricity 

1. projectsfunded by Ugu District Municipality 

2. Ezinqoleni waste management project 

3. projectsfunded by Ezinqoleni municipality 

4. waterconnection to the elderiy 

5. free basic energy 

6. maintenance of municipal access roads 

7. maintenance of community facilities 

5.1.1 Overview and Functions 

The Department it ismanned by 9 individuals: 

1. Director: Technical and Community Services 

2. Community Development Officerand one Technical Assistant. 

3. Admin Assistant and official seconded to the Municipality by DBSA. 

4. Tractorand graderdriversand theirassistants. 

Ihere is also Technical and Community Services Portfolio Committee that plays political 
oversight role to the functions of the Department. It consists of four Councillors and seats 
once in a month and ischaired by itsChairperson who isa Councillor, namely, CllrTM Cele. 
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Technical Department Functions 


The main function of Govemment in all spheres is to deliver services to the people. In local 
govemment, Technical Department is the one that is tasked mainly with this function. Ihis 
Department is responsible for the implementation of all infrastructure projects that are 
delivered to the community, e.g. road construction, water connection, building of 
community stnjctures like halls, creches etc and construction of sports facilities, waste 
management and most importantly provision of housesto local communities 

This makes it the most important Department in local govemment because it istasked to 
address the expectations of communities directly and once it lacks in its mandate, the 
beneficiarieslose confidence to the entire Municipality and itsleadership. 

Other function of this Department is to ensure that whenever a certain project is 
implemented, legal stipulated guidelines are followed by all the stakeholders, e.g. the 
principles of Extended Public Works Programmes (EPWP) are complied with, regulated 
working hoursand safety of workersare not compromised forbiggerprofits. 

Some ofthisDepartment'sofficialsplay the role of social consultation in otherprojects 
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5.2 COPORATE SERVICES 



DiiectDn Coipoiate Seivices 

The Corporate Services Depaitment is headed by the Director: Corporate Services, MrM B 
Ndwalane. Ihe department works closely with the office of the Municipal Manager by 
providing support, assistance and general support servicesto both otherdepartmentsaswell 
aspolitical componentof Council. 

Ihe divisional sections in the department consist of the Human Resources, IT, Auxiliary Services 
and Secretariat. 

The Human ResourcesSection controlsthe entire staff administration togetherwith the Payroll 
System. This section is also responsible for Skills Development and Training, policy 
development, maintaining discipline aswell asemployee assistance. 

The Secielariat; rr& Auxiliaiy Sen/ices is in charge for compilation of agendasand minutes 
forportfolio committees and resolutionsthereof, dissemination of infonriation to counciland 
other bodies, provision and maintenance and control of information technology, 
telecommunication and records management, security, health and hygiene and all other 
auxiliary matters. 


MrM.B Ndwalane 
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5.3 BUDGET AND TREASURY OFFICE OVERVIEW AND FUNCTIONS 



Mr Bheki Cele 
Chief Financial Officer 


5.4 Overview 

The Budget and Treasury Office isheaded by the Chief Finance Officer (CFO). Ihisoffice has 
fourpeimanentemployees(including the CFO) and five Finance Management Intems 

2. Function of the Financial Services 

The function of the financial services isto ensure effective financial management within the 
Municipality, which encompasses and underscoresthe following fundamental functions and 
responsibilities: 

Chief Finance Officer: 

8. Financial planning 

9. Preparation of budget 

10. Development of financial statements 

11. Implementation of SDBIP and PMS 

12. Implementation of the MPRA 

13. Personnel development 

14. Ensuring thatpublic spending isdone legislatively and cost effectively 
Finance Officer: 

15. Monthly and quarterly reportsto provincial and national departments 

16. Implementation of the Supply Chain Management Policy 

17. Management of grants and other revenue that the municipality receivesthroughout 
a fina nc ia I yea r 

18. Management of income and expenditure 

19. Budget control 

Sala riesCle rk: 
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20 . 


Payment of staff sala ries 


5.4.1 Annual Priorities 

1. Training and development of financial and non financial staff. 

2. Preparation and review of allfinancial related policies 

3. Ihe conversion of the financial statementsto Grap. 


5.4.2 Supply Chain Management 
Overview 

The fundamental role and responsibility of supply chain management section isto implement 
the SCM policy in tenms of Section 111 of the MFMA, giving effect to section 217 of the 
constitution, and Part 1 of chapter 11 and other applicable provisions of the act, in a fair, 
equitable, transparent, competitive and cost effective manner. It doesso in compliance with 
the regulationsframework prescribed in chapter2 of the SCM regulations; and any minimum 
nonmsand standardsthat may be prescribed in termsof section 168 of the act. 

Range of nDcuiementnocess 

1. Petty cash purchases, up to a transaction value of R1,000 

2. Written quotation forpurchasesabove R1,000 up to R2,000 

3. Ihree written quotation forpurchasesabove R2,000 up to R 10,000 

4. Fonmal written price quotationsforprocurementsabove R10,000up to R100,000 

5. Competitive bidding forthe transaction above RIOO, 000 and the procurementsof 
long tenm contracts 

Credible supplier'sdatabase maintenance ispartofthe functionsthat isperformed in the 
financial services 

5.4.3 Functions of the Supply Chain Management Policy 


Ihe function of the Finance Services Section under Supply Chain Management section isto 
administerthe following: 

1. Ihrough the monitoring bythe Provincial Treasury (SCM Unit) asregardsthe statuson 
the implementation ofthe SCM policy through SCM Fonjmsand regularvisitsto the 
municipality. 

2. Ihrough the oversight role of the municipal council by continuous assessment of the 
policy implementation progressthrough monthly reportsto the council subcommittee 
responsible forbudget, monitoring and evaluation. 
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3. Ihe Accounting Officerthrough the CFO strategically managesthe dayto daySCM 
policy implementation, especially the establishment and maintenance of the 
supplier'sdatabase that promote rotation of suppliers, and otherSCM systems 

5.4.4 Supply Chain Management Governance 

There are three Bid Committeesin place; theirfunctionsand membership are briefly as 
follows: 

1. Bid Specification Commitbee: compilesthe specificationsforthe procurement of 
goodsand servicesby the municipality. Itsmembership isasfollows: 

1. DirectorTechnical Services(Chairperson) 

2. Manager: Project Management 

3. Finance Officer 

4. Manager: Public Participation, Youth Development and Special Programmes 

2. Bid EvaluationCommithBeievaluatesbidsand recommendsto the bid adjudication 
committee, regarding the award ofthe bid. Itsmembership isasfollows: 

1. Finance Officer (Chairperson : 01 March 2010to date ) 

2. Manager: Project Management 

3. Finance Clerk: Expenditure 

4. Manager: Public Participation, Youth Development and Special Programmes 

3. Bid Adjudication Commitbee: Considerthe report and recommendations of the bid 
evaluation committee and depending on its delegations, make a final award ora 
recommendation to the accounting officerto make the final award ormakesfurther 
recommendation to the accounting officer on how to proceed with relevant 
procurement of goodsand services Itsmembership isasfollows: 

1. Chief Finance OfficerjChairperson) 

2. DirectorCorporate Services 

3. DirectorTechnical Services 

4. Superintended: Protection Servicesand DisasterManagement 

5.4.5 Budget Control and Monitoring 

Ihe Budget was approved by the council one month before the start of the financial year as 
required by the law. Ihe budget was monitored and controlled in the office ofthe Finance 
Officer. Ihe budget statement reportswere given to the Mayormonthly and council on a 
quarterly base. 

Ihe midyear budget were considered and the approved by council in january 2010 
togetherwith the midyearperfonriance reports 
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5.5 Municipal Managers Office 



Municipal Managen MrKhetha ZLilu 


Ihissection isheaded by the Municipal Manager, Mr. Khetha ZUIu. He assumed hisdutiesas 
from 01 October 2009. In this department there is the Strategic Planning and Ijocal 
Economic Development Office, the Youth and Special Programmes Office and the 
CommunicationsOffice. 

The Office ofthe Municipal Manager is responsible forthe following functions: Development 
Planning, Town Planning, Perfonmance Management, Local Economic Development, 
Mayoralty and Communications; Youth Development and Special Programmes 


Development Planning - Responsibilities include the preparation and management of the 
Integrated Development Planand itsrelated sectoraland cross-cutting plans 

1bwn Planning - Ihe Municipality is delegated with the function of fully facilitating land 
development with its jurisdiction as of the Planning Development Act of 2008. The 
Municipality then doesthisthrough the District Shared Service. 

Peifonnance Management ^sbem- Ihe Council prepares Performance Management 
Frameworkand itsPolicyand usesService Delivery and Budget Implementation Plantoolfor 
details of service delivery targets budgeted. Ihe municipality's Perfonmance Management 
System isaligned to the Integrated Development Plan (IDP), and to monitorand report on 
progressand implementation thereof. 

Local Economic Development- Ihe municipality is further tasked to facilitate economic 
transformation and empowenment for people within its area of jurisdiction. The function 
involves engaging community projectsand cooperatives to respond to their needsand link 
them to funding and technical support aswell asmarketsand otheropportunities 

Mayoialty and Communications- Responsibilities include the coordination of Mayoral 
executive arpport, corporate communications, general marketing and maintenance of the 
profile of the Municipality, as well as events and outreach. Ihis section also acts as the 
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vehicle forthe realization of intergovemmental and cooperative govemance stnjctures and 
events. 

Youth Development- Ihe office is responsible for institutionalization and mainstreaming of 
Youth Development within Ezinqoleni Municipality. Ihis is in response to the drive for 
meaningful youth development institutionalization within govemment. 

Special nogiammes- In thisprogramme, the municipality have initiativesto take care of the 
vulnerable groupsincluding the elderly, children, women, farm workersand the disabled. 


109 


Auditing fo bulld public confidence 


A U D 



ITOR-GENERAL 
SOUTH AFRICA 


5.6 Auditor GeneraTs Comments and Management Responses 


FINAL MANAGEMENT REPORT 

EZINQOLENI MUNICIPALITY 

30JUNE2011 


110 


Management report of Ezinqoleni Municipality 


MANAGEMENT REPORT 

EZINQOLENI MUNICIPALITY 
30JUNE 2011 


CONTENT 


Introduction 

Page no.3 

The Auditor-General's responsibilities 

Page no.3 

The accounting officer's responsibilities 

Page no.4 

Matters relating to the auditor's report 

Page no.6 

Specific focus areas 

Page no.9 

Significant deficiencies in internal control 

Page no.lO 

Ratings of detailed audit findings 

Page no.l3 

Conclusions 

Page no.l3 

Summary of detailed audit findings 

Page no.15 

Detailed audit findings contained in annexures A - C 

Page no.l7 


111 


Management report of Ezinqoleni Municipality 


FINAL MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON THE AUDIT OF THE EZINQOLENI 
MUNICIPALITY LTD FOR THE YEAR ENDED 30 JUNE 2011 

INTRODUCTION 


1. This management report includes audit findings arising from the audit of the financial statements, 
reporting on predetermined objectives and compliance with laws and regulations for the year ended 
30 June 2011 which were communicated to management and includes their response to these 
findings. The report also includes information on the internal control deficiencies that were identified. 
Addressing these deficiencies will assist in ensuring an improvement in the audit outcomes. 

2. The management report consists of executive summary and detailed audit findings which are 
contained in annexures A, B and C. 

THE AUDITOR-GENERAL'S RESPONSIBILITIES 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 
1996), section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 
56 of 2003) (MFMA), our responsibility is to express an opinion on the financial statements and to 
report on findings relating to our audit of the report on predetermined objectives and compliance 
with material matters in laws and regulations applicable to the entity. Our engagement letter sets 
out our responsibilities in detail. These include the following: 

1. Performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements, the report on predetermined objectives and compliance with laws and regulations 
applicable to the entity. The procedures selected depend on our judgement, including the 
assessment of the risks of material misstatement of the financial statements, the report on 
predetermined objectives and material non-compliance with laws and regulations. 

2. Considering internal controls relevant to the entity's preparation and fair presentation of the 
financial statements, the report on predetermined objectives and compliance with laws and 
regulations. 

3. Evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management. 

4. Evaluating the appropriateness of systems and processes that ensure the accuracy and 
completeness of the financial statements, the report on predetermined objectives and compliance 
with laws and regulations. 

5. Because of the test nature and other inherent limitations of an audit, we do not guarantee the 
completeness and accuracy of the financial statements or the report on predetermined objectives 
or compliance with all applicable laws and regulations. 

6. Having formed an opinion on the financial statements, we may include additional communication 
in the auditor's report that does not have an effect on the auditor's opinion. These may include: 

1. an emphasis of matter paragraph to draw users' attention to a matter presented or disclosed in 
the financial statements which is of such importance that it is fundamental to their 
understanding of the financial statements. 
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2. an additional matter paragraph to draw users' attention to any matter, other than those 
presented or disclosed in the financial statements, that is relevant to users' understanding of the 
audit, the auditor's responsibilities or the auditor's report. 

THE ACCOUNTING OFFICER'S RESPONSIBILITIES 

3. The accounting officer's responsibilities are set out in detail in the engagement letter. These 
include the following: 

4. The preparation and fair presentation of the financial statements in accordance with the South 
African Standards of Generally Recognised Accounting Practice (SA Standards of GRAP). 

5. Planning, monitoring of and reporting on performance against predetermined objectives. 

6. Review and monitoring of compliance with laws and regulations and disclosing known instances of 
non-compliance or suspected non-compliance with laws and regulations. 

7. Designing, implementing and maintaining proper record keeping and internal controls necessary to 
enable the preparation of financial statements and the report on predetermined objectives that are 
free from material misstatement whether due to fraud or error, and compliance with laws and 
regulations. 

8. Designing and implementing formal controls over IT systems to ensure the reliability of the systems 
and the availability, accuracy and protection of information. 

9. Implementing appropriate risk management activities to ensure that regular risk assessments are 
conducted. 

10. Disclosing all matters concerning any risk, allegation or instance of fraud. 

11. Accounting for and disclosing related-party relationships and transactions. 

12. Providing access to all information that is relevant to the preparation of the financial statements 
and performance information, such as records and documents. 
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EXECUTIVE SUMMARY 


SECTION 1: Meetings with oversight bodies and those charged with governance 


13. During the audit cycle we met with key stakeholders to communicate matters relating to the audit 
outcomes of the municipality and emerging risks. Insight was provided on the key controls that 
impact these audit outcomes to enable corrective action to be taken. 

14. Meetings were conducted as follows: 


Name 

Date 

Municipal Council 

20 September 2011 

Mayor 

07July 2010 

Audit Committee 

24 August 2010 


27 May 2011 


29June 2011 

Municipal Managerand 
General Manager 

23 March 2011 

11 May 2011 

07July 2011 

13 October 2011 


15. At these meetings commitments were made to address improvements in the internal control 
environment with the objective of achieving clean administration. Progress made on these 
commitments is discussed later in this report. 
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SECTION 2: MATTERS RELATING TO THE AUDITOR'S REPORT 


PART A - MISSTATEMENTS IN THE FINANCIAL STATEMENTS 

16. Material misstatements in the financial statements were identified during the audit. These misstatements were not prevented or detected by the municipal 
entity's system of internal control. These material misstatements also constitute non-compliance with the SCM Regulations. 


Material misstatements 

Impact 

Internal control deficiency 

Financial statement item 

Finding 




(brief description of misstatements as per findings and 
audit report) 

R 


Material misstatements not corrected 

None 




Material misstatements corrected 

Irregular Expenditure 

Employee with interest in supplier and Suppliers in 

service of the state 

77,312.33 

The accounting officer and delegated officials did 
not exercise oversight responsibility over 
procurement of goods and services to ensure that 
they complied with the requirements of Municipal 
SCM Regulations. 
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PART B - MATTERS TO BE BROUGHT TO THE ATTENTION OF THE USERS 

EMPHASIS OF MATTER PARAGRAPHS 

An emphasis of matter paragraph will be included in our auditor's report to highlight the following matters to the users of the financial statements: 

Unauthorised expenditure 

17. As disclosed in note 20.1 to the financial statements, unauthorised expenditure to the amount of R2.4 million was incurred, as the total budget for the 
municipality was exceeded. 

Irregular expenditure 

18. As disclosed in note 20.3 to the financial statements, irregular expenditure, relating to procurement and contract management totalling R239 301 was incurred, 
as a result of contraventions of the Local Government: Municipal Supply Chain Management Regulations (MSCMR). 

ADDITIONAL MATTER PARAGRAPHS 

An additional matter paragraph will be included in our auditor's report to highlight the following matters to the users of the financial statements: 

Material inconsistencies in other information included in the annual report 

19. I have not obtained the other information included in the annual report for my review and as such have not been able to identify any material inconsistencies 
with the financial statements. 

Unaudited supplementary schedules 

20. The supplementary information set out on pages XX to XX does not form part of the financial statements and is presented as additional information. I have not 
audited these schedules and accordingly I do not express an opinion thereon. 
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PART C - REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
FINDINGS ON THE REPORT ON PREDETERMINED OBJECTIVES 

Included below are the findings raised during our audit of the report on predetermined objectives. 

Predetermined objectives 

Presentation of information 

21. The following audit finding relates to the above criterion: 

22. Performance against predetermined objectives is reported using the National Treasury guidelines. 

23. The following audit finding relates to the above criterion: 


Reasons for major variances between planned and actual reported targets were not provided in the report on predetermined objectives 

24. Performance against predetermined objectives is reported using the National Treasury guidelines: 

1. Adequate explanations for major variances between the planned and the actual reported targets for the objectives were not provided, as required in terms of 
the relevant reporting guidance. In total 25% of the reported targets with major variances were not explained. 

Measures taken to improve performance were not explained in the report on predetermined objectives 

2. Measures taken to improve performance were not provided in the performance report, as required in terms of section 46(l)(c) of the Municipal Systems Act of 
South Africa, 2000 (Act No. 32 of 2000) (MSA). In total 100% of the reported targets where improvement is required was not explained. 

Usefulness of information 


3. The following criteria are relevant to the findings below: 

1. Consistency: Objectives, indicators and targets are consistent between planning and reporting documents 
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2. The following audit finding relates to the above criterion: 

Reported information not consistent with planned objectives, indicators and targets 

3. Reported performance against predetermined objectives is not consistent with the approved integrated development plan. 

Reliabiiity of information 

4. The following criteria are relevant to the findings below: 

1. Validity: Actual reported performance has occurred and pertains to the entity 

2. Accuracy: Amounts, numbers, and other data relating to reported actual performance have been recorded and reported appropriately 

3. Completeness: All actual results and events that should have been recorded have been included in the annual performance report 

Reported targets not valid or accurate when compared to source information 

4. For the selected objectives, 50% of the reported targets were not valid or accurate based on the source information or evidence provided. 

FINDINGS ON COMPLIANCE WITH LAWS AND REGULATIONS 

Included below are findings on material non-compliance with laws and regulations applicable to the municipality. 

Annual financial statements, performance and annual report 

5. The financial statements submitted for auditing were not prepared in all material respects in accordance with the requirements of section 122 (l)(a) of the 
MFMA, as material misstatements relating to disclosure items were identified during the audit which were subsequently corrected by management. 

Procurement and contract management 

6. Awards were given to persons who are in the service of the state and employee of the municipality which is contrary to Municipal SCM Regulation 44 has 
resulted in irregular expenditure. 
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7. Persons in service of the municipality who had a private or business interest in contracts awarded by the municipality failed to disclose such interest, as 
required by SCM regulation 46(2)(e)/ the code of conduct for councillors issued in terms of the Municipal Systems Act/ the code of conduct for staff members 
issued in terms of the Municipal Systems Act. 

Expenditure management 

8. The accounting officer did not take effective and appropriate steps to prevent unauthorised and irregular expenditure as per the requirements of section 62(1) 
(d) of the MFMA. 


INTERNAL CONTROL 

Achievement of internal control objectives 

9. Significant deficiencies that resulted in the, findings on the report on predetermined objectives and findings on compliance with laws and regulations are 
summarised below. Detailed information on significant internal control deficiencies is provided in section 4 of this report. 

Leadership 

10. The accounting officer and delegated officials did not exercise oversight responsibility over procurement of goods and services to ensure that they complied with 

the requirements of Municipal SCM Regulations. 


Financial and performance management 

11. Management did not review the financial statements and report on predetermined objectives prior to submission for audit. 


SECTION 3: SPECIFIC FOCUS AREAS 


PART A - SIGNIFICANT FINDINGS FROM THE AUDIT OF PROCUREMENT AND CONTRACT MANAGEMENT 

12. The audit included an assessment of procurement processes, contract management and controls of the municipal entity, which should ensure a fair, equitable, 
transparent, competitive and cost-effective supply chain management (SCM) system that complies with legislation and minimises the likelihood of fraud, 
corruption, favouritism and unfair and irregular practices. The assessment has indicated the following deficiencies. 
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Irregular expenditure 

13. Irregular expenditure amounting to R260,999 was incurred in the period as a result of the contravention of SCM legislation. 30% of the irregular expenditure 
was identified during the audit process. The incomplete identification of SCM irregular expenditure was as a result of incorrect interpretation of the SCM policy 
and legislation and inadequate processes to identify irregular expenditure with regards to SCM. 


Awards to persons in the service of the state 

14. Seven awards, of which payments amounting R77,312.33, was made to suppliers in which persons in service of the state had a business or private interest, 
which is contrary to Municipal SCM regulation 44: 

1. Persons in the service of the municipality R21,698.21 

2. Person in the service of other state institutions R55,614.12 


Internal control deficiencies 

3. The accounting officer did not exercise oversight responsibility over procurement of goods and services to ensure that they complied with the requirements of 
Municipal SCM Regulations. 
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SECTION 4: SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROL 

PART A - ASSESSMENT OF THE ACHIEVEMENT OF CONTROL OBJECTIVES 

4. The achievement of the objectives of internal control is demonstrated by the implementation of key controls. The assessment below is based on significant 
deficiencies relating to the fair presentation of the financial statements, material misstatements corrected as a result of the audit, findings on predetermined 
objectives and findings on non-compliance with laws and regulations. Significant deficiencies occur when internal controls either do not exist or are not 
appropriately designed to address the risk or are not implemented and which either had or could cause the financial statements or report on predetermined 
objectives to be materially misstated and material non-compliance with laws and regulations to occur. When a significant deficiency is not applicable, it is 

assessed with a ©, ©to indicate that the deficiency still exists but significant progress had been made to address it, while ® indicates that urgent attention 
to the matter is required. Part B gives additional information on the deficiencies that should be addressed. Other deficiencies in internal control, which require 
the attention of management, are included in the detailed findings attached to this report. 
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— 3 Audit dimensions 

Financial 

Performance objectives 

Compiiance with laws 
and regulations 

Fundamentals — — — 


Assessment 


of internal control — — 




Leadership 

l.Provide effective leadership based on a culture of honesty, ethical business practices and good governance, protecting and 
enhancing the best interests of the entity 

© 

© 

© 

Z.Exercise oversight responsibility regarding financial and performance reporting and compliance and related internal controls 

© 

© 

© 

3.lmplement effective HR management to ensure that adequate and sufficiently skilled resources are in place and that performance 
is monitored 

© 

© 

© 

4.Establish and communicate policies and procedures to enable and support understanding and execution of internal control 
objectives, processes, and responsibilities 

© 

© 

© 

S.Develop and monitorthe implementation of action plansto address internal control deficiencies 

© 

© 

© 

ɓ.Establish an IT governance framework that supports and enables the business, delivers value and improves performance 

• 

• 

• 

Financial and performance management 

y.lmplement proper record keeping in a timely manner to ensure that complete, relevant and accurate information is accessible and 
available to support financial and performance reporting 

© 

© 

© 
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S.lmplement controls over daily and monthly processing and reconciling of transactions 

© 

© 

© 

9.Prepare regular, accurate and complete financial and performance reports that are supported and evidenced by reliable 
information 

© 

© 

© 

10. Review and monitor compliance with applicable laws and regulations 

© 

© 

• 

11. Design and implement formal controls over IT systems to ensure the reliability of the systems and the availability, accuracy 

and protection of information 

© 

© 

© 

Governance 

12. Implement appropriate risk management activities to ensure that regular risk assessments, including consideration of IT 

risks and fraud prevention, are conducted and that a risk strategy to address the risks is developed and monitored 

© 

© 

© 

13. Ensure that there is an adequately resourced and functioning internal audit unit that identifies internal control deficiencies 

and recommends corrective action effectively 

© 

© 

© 

14. Ensure that the audit committee promotes accountability and service delivery through evaluating and monitoring 

responses to risks and providing oversight over the effectiveness of the internal control environment including financial and 
performance reporting and compliance with laws and regulatlons 

© 

© 

© 
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PART B - DETAILS CONCERNING THE ACHIEVEMENT OF INTERNAL CONTROL OBJECTIVES 
LEADERSHIP 

Oversight responsibility regarding reporting and compliance 

15. The accounting officer did not exercise oversight responsibility over procurement of goods and services to ensure that they complied with the requirements of 
Municipal SCM Regulations. 

Effective human resource management 

16. Municipality has not cascaded the performance measurement to other employees, which will aligned SDBIP. 

Establishment of an IT governance framework 

17. There is no approved IT policy in place. 

FINANCIAL AND PERFORMANCE MANAGEMENT 

Controls over daily and monthly processing and reconciling of transactions 

18. Management did perform monthly asset reconciliation between general ledger and asset register. 

Use of consultants for financial statement preparation 

19. Lack of monitoring of transfers of skills to municipality employees 

Formal control over IT systems 

20. There is no formal access request documentation for registering users, changing access rights and passwords resets 

21. There are no independent reviews on the administrator of the Pastel Evolution system 

22. There are no periodic reviews on user access to confirm that user's access is still within their job responsibilities 

23. There were no formally documented and approved processes during the system updates 

24. No formal change request documentation was completed indicating for the reasons of the change 
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25. There are no off-site secured backups 

26. There is no dedicated information security officer 

27. There is no formally documented processes for granting users into the system 

Monitoring of compliance with laws and regulations 

28. Municipality did not develop and implement a comprehensive compliance a checklist for compliance with laws and regulation, which will be monitored on 
monthly basis. 

Accuracy and completeness of financial statements and report on predetermined objectives 

29. No independent review of accuracy and completeness of financial statements and report on predetermined objectives. 

GOVERNANCE 
Risk management 

30. Risks assessment does not include IT risks assessment 

Fraud prevention, detection and response 

31. Fraud prevention plan has not been communicated to all staff. 

PART C - ACTIONS TAKEN TO ADDRESS MATTERS PREVIOUSLY REPORTED 
Mayor 

32 . The Mayor has given his personal commitment to address matters that were highlighted in the 2009/10 management and audit report. 

Accounting officer and Chief financial officer 

33. A comprehensive action plan incorporating all external audit findings arising from the 2009/10 audit was developed, communicated to relevant managers and 
implemented. Progress is monitored on an ongoing basis by the accounting officer with the assistance of the Manager internal audit, with quarterly feedback 
provided to the Audit Committee. Although there has been significant progress to address the matters on the action plan, certain corrective actions to address 
internal control deficiencies pertaining to IT governance and controls are still in progress. 
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PART D - EMERGING RISKS 
Accounting and compliance matters 

34. National Treasury Preferential Procurement Regulations, 2011 has been issued in terms of the section 5 of the Preferential Procurement Policy Framework Act 
of South Africa, 2000 (Act No.5 of 2000). These regulations will impact on the municipality's supply chain management policies and processes and management 
must ensure that it updates policies and processes to include the new procurement regulations. 


SECTION 5; RATINGS OF DETAILED AUDIT FINDINGS 

35. For the purposes of this report, the detailed audit findings included in annexures A to C have been classified as follows: 

36. Matters to be included in the auditor's report - These matters should be addressed as a matter of urgency. 

37. Other important matters - These matters should be addressed to achieve clean administration. 

38. Administrative matters - These matters are unlikely to affect the decisions of the users of the financial statements or performance information and should be 
addressed at the discretion of the entity. 


SECTION 6: CONCLUSION 

39. The matters communicated throughout this report relate to the three fundamentals of internal control which should be addressed to achieve sustained clean 
administration. The AGSA staff remain committed to assisting in the process of identifying and communicating good practices to improve governance and 
accountability, so as to build public confidence in government's ability to account for public resources in a transparent manner. 
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Yours sincerely 

Noluthando Momoti 

Senior Manager: KwaZulu-Natal 

23 November 2011 


Enquiries: 

Mthokozisi Ndumo 

Teiephone: 

033 264 7400 

Fax: 

033-264 7596 

Emaii: 

Distribution: 

mthokon(S)agsa.co.za 

Mayor 



Municipal Manager 
CFO 
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Audit committee 
Head of internal audit 


SUMMARY OF DETAILED AUDIT FINDINGS 


Page. no. 

Finding 

Classification 

Rating 

In which years was it reported 

Misstatements in 

financial statements 

Misstatements in 

annual performance 

report 

Non-compliance with 

laws & regulations 

Internal control 

deficiency 

Service delivery 

Matters affecting the 

auditor's report 

Other important 

matters 

Administrative matters 

2009/10 

O 

00 

o 

o 

fM 

00 

o 

o 

o 

fM 

Operating expenditure 

17 

Employee with interest in supplier 



✓ 



✓ 






18 

Suppliers in service of the state 












Predetermined objectives 

19 

Reported information not consistent with the planned 
objectives, indicators and targets 


V 




V 






21 

Reported targets not valid, inaccurate and incomplete 
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Page. no. 

Finding 

Classification 

Rating 

In which years was it reported 

Misstatements in 

financial statements 

Misstatements in 

annual performance 

report 

Non-compliance with 

laws & regulations 

Internal control 

deficiency 

Service delivery 

Matters affecting the 

auditor's report 

Other important 

matters 

Administrative matters 

2009/10 

200&I09 

00 

o 

o 

o 

fM 


as no supporting source information was provided 












23 

Reasons for major variances between planned and 
actual reported targets were not explained 


✓ 










26 

Inadequate presentation of reported performance 

information 


✓ 










Compliance 

30 

Non Submission of banking details to Auditor General 







✓ 





Property, Plant and Equipment 

30 

Inadequate insurance on assets 




V 








31 

No reconciliation performed between fixed asset 
register to the general ledger 
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Page. no. 

Finding 

Classification 

Rating 

In which years was it reported 

Misstatements in 

financial statements 

Misstatements in 

annual performance 

report 

Non-compliance with 

laws & regulations 

Internal control 

deficiency 

Service delivery 

Matters affecting the 

auditor's report 

Other important 

matters 

Administrative matters 

2009/10 

200&I09 

00 

o 

o 

o 

fM 

32 

Asset had two barcodes 












33 

Inadequacy of Asset Management Policy 












Operating expenditure 

34 

MEC not informed on unauthorised and irregular 
expenditure 



V 




y/' 





Predetermined objectives 

35 

Performance Contracts are not aligned to IDP and 

SDBIP 



✓ 









Taxes 

37 

Late submission and payment of EMP 201 












37 

Incorrect capturing of Vat 201 forms 
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Page. no. 

Finding 

Classification 

Rating 

In which years was it reported 

Misstatements in 

financial statements 

Misstatements in 

annual performance 

report 

Non-compliance with 

laws & regulations 

Internal control 

deficiency 

Service delivery 

Matters affecting the 

auditor's report 

Other important 

matters 

Administrative matters 

2009/10 

200&I09 

00 

o 

o 

o 

fM 

Property, Plant and Equipment 

38 

Asset recorded twice in the fixed asset register 
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DETAILED AUDIT FINDINGS 


ANNEXURE A: MATTERS AFFECTING THE AUDITOR'S REPORT 


1. Employee with interest in supplier 
Audit finding 

In terms of paragraph 44.1 of the Supply Chain Management Policy, irrespective of the 
procurement process followed, no award may be made to a person in terms of this Policy - 

(a) who is in the service of the state; 

(b) if that person is not a natural person, of which any director, manager, principal shareholder 
or stakeholder is a person in the service of the state; or 

(c) a person who is an advisor or consultant contracted with the municipality 


During the audit the following employee was identified as having an interest in one of the approved 
suppliers of the municipality. 


Employee 

Name 

Supplier Name 

Relationship 

Payment 

Date 

Reference 

Amount 

Nkosikhona 

Njabulo 

Fortune 

Ngcobo 

Thembalamambili 
Carpentry and 
Development CC 

Member 

04/02/2011 

EFT 110215 

R 1,740.40 


04/02/2011 

EFT 110215 

R 1,975.00 



04/02/2011 

EFT 110215 

R 220.00 




05/08/2010 

EFT 100846 

R 6,351.00 




11/02/2011 

CHQ 5799 

R 100.00 




01/10/2010 

EFT 101006 

R 430.00 




01/10/2010 

EFT 101006 

R 4,680.81 




02/02/2011 

EFT 110215 

R 2,195.00 




22/10/2010 

EFT 101063 

R 4,006.00 





Total 

R 21,698.21 
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Internal control deficiency 

The accounting officer does not exercise oversight responsibility over compliance in ensuring that 
there are no awards made to persons in the service of the municipality. 


Recommendation 

Management should ensure that there are no awards made to persons in the service of the 
municipality. 

Management response 

Finding noted however the staff member concern was hired by the municipality as an official when 
the relationship between the municipality and the service provider, who is his father, was on and 
the official concern did a declaration of interest as envisage by the Municipal Systems Act. AFS 
amended to disclose party related transaction. 

Name: Bheki Cele 

Position: Chief Financial Officer 

Date: 15 November 2011 

Auditor's conclusion 

Management response is noted, however this is non compliance with SCM regulations resulting to 
irregular expenditure 

2. Suppliers in service of the state 
Audit finding 

In terms of paragraph 44.1 of the Supply Chain Management Policy, irrespective of the 
procurement process followed, no award may be made to a person in terms of this Policy - 

(a) who is in the service of the state; 

(b) if that person is not a natural person, of which any director, manager, principal shareholder 
or stakeholder is a person in the service of the state; or 

(c) a person who is an advisor or consultant contracted with the municipality 

It was identified that the following instances of suppliers which appeared on the municipality’s 
approved supplier listing, which have members/directors or immediate/extended families which are 
employees of the state. 


Supplier Name 

Name of Person 

State Institution 
where Employed 

Transaction Value 

ROYAL HOTEL 

SV Hebe 

Eastern Cape: Local 
Government 

R657.89 
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JAYS 

STUDIO 

M Maharaj 

South African Police 

Service 

R2, 902.70 

MSHIWASECURITY 

SERVICES 

NP Ngcobo 

KwaZulu-Natal: 

Education & 

Culture 

R650.00 

BATHENJINI 

TRADING 

ENTERPRISE 

MH Mthembu 

KwaZulu-Natal: 

Education & 

Culture 

R13,885.00 

EMGEE 

AGENCIES 

S Moodley 

KwaZulu-Natal: 

Education & 

Culture 

R4,468.53 

UMBOKOWETHUSI 

TRADING 

T Bobore 

KwaZulu-Natal: 

Education & 

Culture 

R33,050.00 


GRAND TOTAL 

R55, 614.12 


Internal control deficiency 

The accounting officer does not exercise oversight responsibility over compliance in ensuring that 
there are no awards made to persons in the service of the state. 

Recommendation 

Management should ensure that there are no awards made to persons in the service of the state. 

Management response 

Finding noted however the supplier’s database form requires the service provider to declare 
whether anyone related to the service provider is in the service of the state. All these service 
providers mentioned above declared that there is no one in the service of the state involves with 
them. The municipality does not have a system of tracking down whether the service provider is 
providing a true reflection of their status. The service provider mentioned won’t be used going 
forward and the municipality will request auditor’s assistance to track the other service providers. 
AFS amended to disclose the irregular expenditure incurred and will be reported to council 
accordingly. 

Auditor's conclusion 

Management response is noted, however this is non compliance with SCM regulations resulting to 
irregular expenditure 

3. Reported information not consistent with the planned objectives, indicators and targets 
Audit finding 
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In terms of the Municipal Systems Act, section 41 (l)(a) - a municipality must in terms of its 
performance management system and in accordance with any regulations and guidelines that may 
be prescribed - set appropriate key performance indicators as a yardstick for measuring 
performance, including outcomes and impact, with regard to the municipality’s development 
priorities and objectives set out in its integrated development plan. 

During the audit, it was noted through inspection of the IDP, SDBIP and Annual Performance 
Report that the municipality has not reported on its performance against predetermined objectives 
and targets which is consistent with the approved integrated development plan, instead, the report 
has reported on objectives and targets that they were not initially included in the IDP/SDBIP, the 
following objectives were not reported on: 



Development priority 

Performance measure/indicator 

1 

IDP Roadshows 

Number of 2011/2012 IDP Roadshows (moved to Q2 
cos they happen in Nov) 

2 

Achieve 70% rating on IDP 
provincial assessment 

% increase in the 2010/2011 IDP assessment score 

3 

Adopted 2011/2012 IDP process 
plan 

% completion of IDP Process Plan 

4 

IDPRF meetings 

Number of IDPRF meetings held 

5 

Adopted IDP Annual Review 

Date completion of IDP 2011/12 Review 

6 

IDP Adverts 

Number of IDP adverts published 

7 

Performance audit committee 
meetings 

Number of performance audit committee meetings 
held 

8 

Meetings held 

Number of Ward Committee meetings held 

9 

Ward committee capacity building 
workshops 

Number of ward committee capacity building 
workshops held 

10 

Disaster Management Plan 

% completion of the review of the disaster 
management plan (unreasonable target! Where is 
funding & will it be just 3 months?) 

11 


Date of approval of the disaster management 
communication plan (NO FUNDING) 

12 

Mayoral cup 

Date Mayoral Cup held 

13 

Winter Games 

Date Winter Games held 

14 

Open Day 

Date Open Day held (for what?) 

15 

Human Rights Workshop 

Date human right workshop conducted 
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16 

Chronic diseases campaigns 

Number of chronic diseases awareness campaigns 
organised 

17 

2010/2011 PMS framework plan 

Date 2010/2011 PMS framework plan adopted 

18 

100% implementation 

% implementation of PMS Framework Plan 

19 

Tabling of performance indicators 
to relevant committees 

Date performance indicators tabled to relevant 
committees for comments (What is this?) 

20 

Advertisement of 2010/2011 

Section 57 performance agreement 
and 2010/2011 

Date advertised 2010/2011 Section 57 performance 
agreement and 2010/2011 SDBIP on the municipal 
websites 

21 

Implementation of turnaround 
strategy 

Date implementation of turnaround strategy (Need to 
specify targets in the TAS, can’t have a global 1 like 
this) 

22 

Reviewed turnaround strategy 

Date stakeholder meeting held to review TAS 

23 


Date Review Turnaround Strategy adopted 

24 

Women in leadership training 

Number of women leadership training held 

25 

Learnerships for youth 

Number of youth enrolled for learnerships 

26 

Entrepreneurial workshops 

Number of Youth Entrepreneurial development 
programmes conducted 

27 

Women in business awareness day 

Number of women in business awareness days 

28 

Capacity building workshops for 
women in business 

Number of capacity building workshops for women in 
business (why have this & awareness day separately) 

29 

Job opportunities created 

Number of jobs opportunities created through the 
municipality's LED initiatives including capital projects 

30 

Debt collection policy 

Date of review of the debt collection policy 

31 


Turnaround time taken to distribute meeting's 
resolutions 

32 

Provision of registry services to 
council 

% of staff members trained on utilisation of File index 

33 

HR Strategy 

Date of approval of the Human Resources Strategy 

34 

Bhuka Sportfield 

Date completion of Bhuka sportfield 

35 

Low costs houses 

Number of new low cost houses constructed 
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36 

SDF and LUMS reports 

Date approval of SDF and LUMS 


Environmental Assessment 

Date approval of Environmental Assessment 

37 

Framework report 

Framework 


Internal control deficiency 

The performance information to be included in the annual report is not reviewed for completeness 
and accuracy prior to submission for audit. Management is not reviewing and monitoring 
compliance with applicable laws and regulations 

Recommendation 

The performance information to be included in the annual report must be reviewed for 
completeness and accuracy prior to submission for audit. Management must ensure all planned 
objectives and targets as per IDP should be included in the SDBIP and performance report. 

Management response 

Noted that the auditors had a slightly different copy of IDP which led to raising on targets not in 
final SDBIP i.e. “Open Day” & “Sports, Arts & Culture Strategy” & comments in brackets in e.g. 
query 1, 10, etc. Otherwise, finding accepted except for findings 1, 10, 13, 14, 15, 16, 17, 18, 19, 
20, 22 & 26. As for the other 24 to amend Annual Performance Information Report as they are all 
reflected in quarterly reports but not Annual Performance Information Report. Taking these 
comments into account, this finding should ultimately be left with only 9 issues i.e. 11, 21, 24, 25, 
27, 28, 31, 32 &33. 

Name: Busiswa Mazibuko 

Position: Manager: Strategic Planning & LED 

Date: 24 November 2011 

Auditor's conclusion 

Management response is noted, however reported information not consistent with the planned 
objectives, indicators and targets. 

4. Reported targets not valid, inaccurate and incomplete as no supporting source information was 
provided 

Audit finding 

In terms of MFMA 122(l)(a), every municipality and every municipal entity must for each financial year 
prepare annual financial statements which fairly presents the state of the affairs of the municipality or 
entity, its performance against its budget, its revenue management of revenue, expenditure, assets and 
liabilities, its business activities, its financial results, and its financial position as at year end of the financial 
year. 

For the selected objective, the validity, accuracy & completeness of the following targets could not 
be established as relevant source documentation could not be provided for audit purposes: 
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Development 

priorities/objectives 

Performance measure/indicator 

farget 

^ctual performance 

achieved 

Mayoral radio slots 

Number of Mayoral radio slots 
organised 

4 

1 

Internal and External 
communication strategy 

Number of internal and external 
communication strategies developed 

2 

2 

Internal and External 
communication strategy 

Number of risk management 
awareness campaigns conducted 

5 

0 

Internal and External 
communication strategy 

Number of disaster management 
workshops conducted (NO FUNDING) 

2 

Poor attendance on 

the side of 
management 

Internal and External 
communication strategy 

Number of municipal officials trained 
in effective disaster response (NO 
FUNDING) 

2 

Officials failed to 

attend the 
workshop 

Internal and External 
communication strategy 

Number of disaster management 
volunteers recruited and trained 

25 

5 

Local KwaNaloga 

games (Mayoral Games, 
Winter Games are local 

KWANALOGA 

selection) 

Date Local KwaNaloga Games held 

30/09/2010 

30/09/2010 

Future Leaders 

Conference 

Number of youth attending 

annual future leaders conference in 

DBN 

30 

30 

Disabled peoples Sport 
Day 

Date Disabled Peoples Sports Day 
held 

31/12/2010 

31/12/10 

Updated fixed asset 
register 

Date updated fixed asset register 

31/12/2010 

31/12/2010 

100% payment of 

salaries 

% payment of salaries on the 20th of 
every month 

100% 

100% 

100% Insurance cover 

on all assets 

% insurance cover on all assets at 
replacement value 

100% 

100% 

EAP programmes 

Number of EAP programmes 
conducted 

4 

1 

EAP impact report 

Date completion of EAP impact report 

30/06/2011 

0 
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budget expenditure 

report 

% of the municipality's training budget 
spent on implementing the workplace 
skills plan 

100% 

95% 

Approved 2011/ 2012 
organogram 

Date of approval of reviewed 
2011/2012 organogram 

31/03/2011 

partially achieved 

IT Strategy 

Date approval of IT strategy 

31/12/2010 

0 

Implementation of Batho 
Pele Change 

Management 

Programme 

Number of Batho Pele Change 
Management workshops conducted 

4 

1 

Batho Pele Committee 

Date of establishment of Batho Pele 

Committee 

30/09/2010 

n/a 

Staff members with 
name tags 

% of staff members with name tags 

100% 

100% 

Customer Satisfaction 
Survey report 

Date of completion of customer 
satisfaction survey 

31/12/2010 


training on disciplinary 
matters 

Date completion of training for 
management on disciplinary matters 

30/09/2010 

30/09/2010 

OHS programmes 

Number of OHS programmes 
conducted 

4 

0 

Velela Sportfield 

Date completion of Velela Sportfield 

31/12/2010, 
SDBIP target 
31/03/2011 

Project almost 
complete. The 
variation order for 

construction of 
changer rooms is 
approved. An 
extension was 
granted due to land 
tenure issues. 

Nobamba Sportfield 

Date completion of nobamba 
sportfield 

31/12/2010 

95% complete, due 
to land tenure 

ssues. 

Onsite water 

connections 

Number of elderly peoples' HH 
connected with water onsite 

75 HH 

60 HH, to submit 
schedule to 

councillors in order 
to meet target 

Indigent Roadshows 

Number of indigent roadshows 
conducted 

5 

5 


139 


Management report of Ezinqoleni Municipality 


Electrified HH 

Number of HH electrified at Celebane 

and Mahlubini 

500 

500 HH 

connections in 

Celebane and 

Mahlunini 

Office 

Date completion of the conversion of 
patio into an office 

30/06/2011 

Not achieved 

Sport fields caretakers 

Number of sport fields caretakers 



3 

3 

appointed 


Internal control deficiency 

The performance information to be included in the annual report is not reviewed for completeness 
and accuracy prior to submission for audit. 

Recommendation 

A proper supporting documentation should be maintained to support achievement of targets. 
Furthermore the performance information to be included in the annual report must be reviewed for 
completeness and accuracy prior to submission for audit. 

Management response 

We will take the correct measures to rectify them, as of the 2011/2012 financial year. 

Name: Busiswa Mazibuko 

Manager: Strategic Planning and LED 

Date: 10 November 2011 

Auditor's conciusion 

Management response is noted, however reported targets not valid, inaccurate and incomplete as 
no supporting source information was provided 

5. Reasons for major variances between pianned and actual reported targets were not explained 
Audit finding 

In terms of MSA 46(l)(c), the municipality must prepare for each financial year, a performance 
report reflecting measures taken to improve performance. 

During the audit, it was noted through inspection of the Annual Performance Report that adequate 
explanations for major variances between the planned and the actual reported targets for the 
following key performance indicators were not reported: 
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Development 

priorities/objectives 

Performance 

measure/indicator 

Target 

Actual 

performance 

achieved 

Mayoral radio slots 

Number of Mayoral radio slots 
organized 

4 

1 

Sports; Arts and Culture 
Strategy 

Date development of sports; 
arts and culture development 
strategy 

1 by 

31/12/2010 

not done 

Youth 

Entrepreneurial Programmes 

Number of Youth 

Entrepreneurial development 
programmes conducted 

2 

1 

Disabled peoples Sport Day 

Date Disabled Peoples Sports 
Day held 

31/12/2010 

not done 

5 Wheelchairs 

Number of wheelchairs 

acquired for disabled people 

5 

not done 

Senior Citizens Sports Day 

Date Senior Citizens Sport Day 
held 

30/05/2011 

not done 

HIV and AIDS Programmes 

Number of HIV and AIDS 
programmes implemented 

4 

1 

Job opportunities created 

Number of jobs opportunities 
created through the 

municipality's LED initiatives 
including capital projects 

100 

not done 

Saving clubs supported 

Number of saving clubs 
supported e.g. trained 

3 

not done 

Contractors capacity building 
programme 

Number of local contractor 
development workshops 

conducted 

2 

not done 

One home, one garden 
campaign 

Number of households 

benefiting in one home one 
garden campaign 

500 

not done 

Debt collection policy 

Date of review of the debt 
collection policy 

30/09/2010 

not done 

Capital Expenditure on 

SMME's, Youth and HID's 

% of capital budget spent on 
SMME's, youth and HDI's 

75% 

73% 

EAP programmes 

Number of EAP programmes 

4 

1 
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conducted 



EAP impact report 

Date completion of EAP impact 
report 

30/06/2011 

not done 

budget expenditure report 

% of the municipality's training 
budget spent on implementing 
the workplace skills plan 

100% 

95% 

Approved Workplace skills plan 

Date approval of the workplace 
skills plan 

31/05/2011 

not done 

Approved 2011/ 2012 

organogram 

Date of approval of reviewed 
2011/2012 organogram 

31/03/2011 

partially 

achieved 

Implementation of the 

2010/2011 organogram 

Number of budgeted posts filled 

8 

2 

Labour Relations programmes 

Number of labour relation 
programmes conducted 

2 

1 

Implementation of Batho Pele 
Change Management 

Programme 

Number of Batho Pele Change 
Management workshops 

conducted 

4 

1 

Batho Pele Committee 

Date of establishment of Batho 

Pele Committee 

30/09/2010 

not done 

Service Commitment Charter 

Date of approval of Service 
Commitment Charter 

30/09/2010 

not done 

Training of CDW's and civil 
society organisations 

Number of trainings for CDW's 
and civil society organisations 
on Local government 

conducted 

2 

not done 

OHS programmes 

Number of OHS programmes 
conducted 

4 

not done 

Dakane Sportfield 

Date completion of Dakane 
Sportfield 

31/12/2010, 
SDBIP target 
31/03/2011 

Construction 
of change 
rooms and 
sport field is 
complete 
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Velela Sportfield 

Date completion of Velela 
Sportfield 

31/12/2010, 
SDBIP target 
31/03/2011 

Project almost 
complete. The 
variation order 

for 

construction of 
changer 
rooms is 
approved. An 
extension was 
granted due to 
land tenure 

issues. 

Onsite water connections 

Number of elderly peoples' HH 
connected with water onsite 

75 HH 

60 HH, to 
submit 

schedule to 

councillors in 

order to meet 
target 

Office 

Date completion of the 
conversion of patio into an 
office 

30/06/2011 

not done 

Functioning street lights 

Turnaround time taken to repair 
street lights 

24 hr after 
call log 

90% 

complete, the 
street lights 
within 
Izingolweni 

CBD are 
functioning 

Waste Management Plan 

Date approval of waste 
management plan 

30/09/2010 

not done 

Number of risk management 
awareness campaigns 

conducted 

5 


not done 

Internal and External 

communication strategy 

Number of disaster 

management volunteers 

recruited and trained 

25 

5 

Winter Games 

Date Winter Games held 

30/06/2011 

No date from 
Ugu 
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Internal control deficiency 

The performance information to be included in the annual report is not reviewed for completeness 
and accuracy prior to submission for audit. 

Recommendation 

A proper supporting documentation should be maintained to support achievement or non 
achievement of targets and valid explanations for non achievements should be properly 
documented. The performance information to be included in the annual report must be reviewed 
for completeness and accuracy prior to submission for audit. 

Management response 

Explanations where there is under performance have been revisited and revised in the Annual 
Performance Information. Issue 3, 14, 15, 16, 19 & 31 not accepted. All other issues amended 
accordingly thus leaving only issues 21,22, & 23 with no adequate explanation. 


Name: Busiswa Mazibuko 

Manager: Strategic Planning and LED 

Date: 24 November 2011 

Auditor's conclusion 

Management response is noted, however reasons for major variances between planned and actual 
reported targets were not explained. 


6. Inadequate presentation of reported performance information 
Audit finding 

In terms of section 46 of the Municipal System Act, a municipality must prepare for each financial 
year a performance report reflecting - 

(a) the performance of the municipality and each external service provider during that financial 
year; 

(b) a comparison of the performance referred to in paragraph (a) with targets set for and 
performance in the previous financial year ; 

(c) and measures taken to improve performance." 


During the audit of performance report, it was noted that it does not included measures taken to 
improve the performance: 
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Development 

priorities/objectives 

Performance 

measure/indicator 

Target 

Actual performance 

achieved 

1 

Internal and External 

communication 

strategy 

Number of internal 

and external 

communication 
strategies developed 

2 

2 

2 

Internal and External 

communication 

strategy 

Number of risk 

management 

awareness 

campaigns conducted 

5 


3 

Internal and External 

communication 

strategy 

Number of disaster 
management 
workshops conducted 

2 

Poor attendance on the 
side of management 

4 

Internal and External 

communication 

strategy 

Number of municipal 
officials trained in 

effective disaster 

response 

2 

Cfficials failed to attend 
the workshop 

5 

Internal and External 

communication 

strategy 

Number of disaster 
management 
volunteers recruited 

and trained 

25 

5 

6 

Local KwaNaloga 

games (Mayoral 

Games, Winter 

Games are local 

KWANALOGA 

selection) 

Date Local 

KwaNaloga Games 
held 

30/09/2010 

30/09/2010 

7 

Sports; Arts and 
Culture Strategy 

Date development of 
sports; arts and 
culture development 
strategy 

1 by 31/12/2010 


8 

100% arts and culture 
database updated 

% updated art and 
culture database 

100% 

30/06/2011 

9 

Future Leaders 

Conference 

Number of youth 
attending 

annual future leaders 

conference in DBN 

30 

30 

10 

Updated fixed asset 
register 

Date updated fixed 
asset register 

31/12/2010 

31/12/2010 
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11 

100% payment of 
salaries 

% payment of 

salaries on the 20th 
of every month 

100% 

100% 

12 

100% Insurance 

cover on all assets 

% insurance cover on 

all assets at 

replacement value 

100% 

100% 

13 

Debt service payment 

Rand value of debt 

interest 

Report to council on 
policy implementation 

There were gaps in the 
policy and SVR which 
will be covered in the 
new financial year. 

14 

Approved Workplace 
skills plan 

Date approval of the 
workplace skills plan 

31/05/2011 

0 

15 

Approved 2011/ 2012 
organogram 

Date of approval of 
reviewed 2011/2012 

organogram 

31/03/2011 

partially achieved 

16 

Implementation of 

Batho Pele Change 
Management 
Programme 

Number of Batho 
Pele Change 

Management 
workshops conducted 

4 

1 

17 

Staff members with 
name tags 

% of staff members 
with name tags 

100% 

100% 

18 

Customer Satisfaction 
Survey report 

Date of completion of 
customer satisfaction 

survey 

31/12/2010 


19 

Dakane Sportfield 

Date completion of 
Dakane Sportfield 

31/12/2010, SDBIP 

target 31/03/2011 

Construction of change 
rooms and sport field is 
complete 

20 

Velela Sportfield 

Date completion of 
Velela Sportfield 

31/12/2010, SDBIP 

target 31/03/2011 

Project almost complete. 
The variation order for 
construction of change 
rooms is approved. An 
extension was granted 
due to land tenure 

issues. 

21 

Bhuka Sportfield 

Date completion of 
Bhuka sportfield 

31/12/2010 


22 

Nobamba Sportfield 

Date completion of 
nobamba sportfield 

31/12/2010 

95% complete, due to 
land tenure issues. 


146 


Management report of Ezinqoleni Municipality 


23 

Onsite water 

connections 

Number of elderly 
peoples' HH 

connected with water 

onsite 

75 HH 

60 HH, to submit 
schedule to councillors 
in order to meet target 

24 

Indigent Roadshows 

Number of indigent 
roadshows conducted 

5 

5 

25 

Electrified HH 

Number of HH 

electrified at 

Celebane and 

Mahlubini 

500 

500 HH connections in 

Celebane and Mahlunini 

26 

Office 

Date completion of 
the conversion of 
patio into an office 

30/06/2011 

Not achieved 

27 

Sport fields 

caretakers 

Number of sport 
fields caretakers 

appointed 

3 

3 

28 

Functioning street 

lights 

Turnaround time 

taken to repair street 
lights 

24hr after call log 

90% complete, the 
street lights within 
Izingolweni CBD are 
functioning 


Internal control deficiency 

The financial statements and other information to be included in the annual report are not reviewed 
for completeness and accuracy prior to submission for audit. 

Recommendation 

A proper supporting documentation should be maintained to support achievement or non 
achievement of targets and valid explanations for non achievements and the measure taken to 
improve should be properly documented. Management must ensure that financial statements to be 
included in the annual report are reviewed for completeness and accuracy prior to submission for 
audit. 

Management response 

Finding accepted except for issue 2, 3, 4, 5, 6 & 7 which were achieved. Finding still remain for 
issues 1 and 9 only. The other issues have been catered for with amending the Annual 
Performance Information. 

Note: in this finding the numbers in this response refer to hard copy circulated in Audit SC Meeting 
- Draft Management letter held 23.11.2011 

Name: Bheki Cele 

Position: Chief Financial Officer 
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Date: 10 November 2011 


Auditor's conclusion 

Management response is noted, however performance report does not have measures that are 
going to take to rectify the situation. 
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ANNEXURE B: OTHER IMPORTANT MATTERS 


7. Non Submission of banking details to Auditor General 
Audit finding 

In terms of section 9 (b) of the Municipal Finance Management Act no 56 of 2003, the 
accounting officer of a municipality must submit to the relevant provincial treasury and the 
Auditor General in writing annually before the start of a financial year, the name of each 
bank where the municipality holds a bank account, and the type and number of each 
account. 

During testing of Cash and cash equivalents it was noted that the municipality did not submit 
bank details to the Auditor General as required. 

Internal control deficiency 

Review and monitor compliance with applicable laws and regulations has not been adhered 
to. 

Recommendation 

Management should ensure that municipality complies with all relevant laws and regulations 

Management response 

The banking details were submitted to National and Provincial Treasury but not to Auditor 
General and we ensure full compliance in the near future. 

Name: Bheki Cele 

Position: Chief Financial Officer 

Date: 14 November 2011 

Auditor's conclusion 

Management response is noted, however municipality did not submit its banking details as 
required by MFMA. 

8. Inadequate insurance on assets 
Audit finding 

In terms of section 63(l)(a) of the MFMA, the accounting officer of a municipality is 
responsible for the management of the assets of the municipality, including safeguarding 
and maintenance of those assets 


In terms of paragraph 15 (2) of the Municipal Asset Management Policy, 
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a) The Chief Financial Officer shall ensure that all the fixed assets are adequately insured 

b) The municipal manager shall recommend to the council of the municipality, after 
consulting with the Chief Financial Officer, 

c) the basis of the insurance to be applied to each type of fixed asset: either: 

d) The carrying value or 

e) The replacement value of the fixed assets concerned. 

I. Such recommendation shall take due cognisance of the budgetary resources of the 
municipality 

II. The Chief Financial Officer shall ensure that insurance cover is sourced in terms of the 
supply chain management policy of the municipality 

f) The Chief Financial Officer shall annually submit a report to the council of the 
municipality for approval on any reinsurance cover which it is deemed necessary to procure 
for the municipality's self-insurance reserve. 

By inspection of the municipal insurance specification policy, and comparing this to the book 
value of assets reflected in the fixed asset register, it was revealed that the following classes 
of assets are under-lnsured: 


Asset by 

Classification 

Insured Sum 

Net Book Value of Asset 
by Classification 

Assets by Classification 
Under-lnsured 

Commercial Vehicles 

R500,000.00 

R688,439.65 

R188,439.65 

Special Type 

Vehicles 

R500,000.00 

R544,914.71 

R44,914.71 

Under-lnsured 

Assets 



R233, 354.36 


Internal control deficiency 

Lack of monitoring and review of compliance with laws and regulations 

Recommendation 

It is recommended that management ensure that assets are adequately insured in order to 
mitigate against the risk of unforeseen loss. 


Management response 
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Finding partly Accepted, During the time when the municipality engage with the service 
provider there was two asset which were not part of our asset which were donated to the 
municipality by the district municipality: those are MAN skip truck and John Deer Tractor 
which cost R 193 134. 92 in total and if you take these two asset into consideration you will 
notice that the insured amount was within R500 000 limit. However in the latter part of the 
finding we are going to inform the insurers about the result of asset valuation done by 
Combined system which indicate the value being more then R500 000.00. 

Auditor's conclusion 

Management response is noted, however assets are under insured. 

9. No reconciliation performed between fixed asset register to the general ledger 
Audit finding 

In terms of section 63 (2)(c), the accounting officer must for the purposes of subsection (1) 
take all reasonable steps to ensure that the municipality has and maintains a system of 
internal control of assets and liabilities, including an asset and liabilities register, as may be 
prescribed. 

While testing the property, plant and equipment, there is no monthly reconciliation performed 
between the accounting system and the fixed asset register. 

Internal control deficiency 

Municipality did not implement controls over monthly processing and reconciling of fixed 
asset register. 

Recommendation 

On a monthly basis, the fixed asset register should be reconciled to the accounting system 
which is reviewed and approved by management. 

Management response 

Finding accepted, due to the fact that the municipality was engaging in a new financial 
system (Pastel Evolution) there were lot of challenges and the fixed asset reconciliation was 
impossible to the system except to update the new or additions manually. 

Auditor's conclusion 

Management response is noted, however there were no reconciliation performed between 
asset register and general ledger. 


10. Asset had two barcodes 
Audit finding 
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In terms of section 63(l)(a) of the MFMA, the accounting officer of a municipality is 
responsible for the management of the assets of the municipality, including safeguarding 
and maintenance of those assets, and 

(2) the accounting officer should for sub-section (1) take all reasonable steps to ensure 

(a) the municipality has and maintains a management accounting and information system 
that accounts for the assets of the municipality, 

(b) that the municipality's assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice. 

In terms of the paragraph 6.4.1 of the Asset Management Policy which states, controls 
around these asset registers should be sufficient to provide an accurate, reliable and up to 
date account of assets under their control to the standards specified by the Chief Financial 
Officer and required by the Auditor-General. 

During the physical verification of assets, it was noted that the following assets had two 
barcodes and recorded twice on the fixed asset register: 


NO 

ASNUM 

ASDES 

BOOKVALUE 

1 

02351 

BOARD WRITING WHITE 

783.85 


02409 

BOARD WRITING WHITE 

355.48 





2 

02350 

CHAIR HIGH BACK SWIVEL & TILT 

1,642.58 


02408 

CHAIR HIGH BACK SWIVEL & TILT 

5,327.44 


Internal control deficiency 

Asset count and reconciliations are not prepared on a monthly basis and reviewed by the 
appropriate level of management. 

Recommendation 

Asset count and reconciliations should be prepared on a monthly basis and reviewed by the 
appropriate level of management. 

Management response 

Audit finding accepted, the regular or monthly reconciliation will be performed to prevent the 
case whereby one asset is bar coded twice. 


Auditor's conclusion 
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Management response noted, however assets has two barcodes. 

11. Inadequacy of Asset Management Policy 
Audit finding 

In terms of section 63(l)(a) of the MFMA, the accounting officer of a municipality is 
responsible for the management of the assets of the municipality, including safeguarding 
and maintenance of those assets, and 


(2) the accounting officer should for sub-section (1) take all reasonable steps to ensure 

(a) the municipality has and maintains a management accounting and information system 
that accounts for the assets of the municipality, 

(b) that the municipality's assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice. 


As required in paragraph 61 of GRAP - 17 Property, Plant and Equipment “The residual 
value and the useful life of an asset shall be reviewed at least at each reporting date and, if 
expectations differ from previous estimates, the change(s) shall be accounted for as a 
change in an accounting estimate in accordance with the Standard of GRAP on Accounting 
Policies, Changes in Accounting Estimates and Errors. 

As required in paragraph 61 of GRAP - 71 Property, Plant and Equipment “The 
depreciation method applied to an asset shall be reviewed at least at each reporting date 
and, if there has been a significant change in the expected pattern of consumption of the 
future economic benefits or service potential embodied in the asset, the method shall be 
changed to reflect the changed pattern. Such a change shall be accounted for as a change 
in an accounting estimate in accordance with Standard of GRAP on Accounting Policies, 
Changes in Accounting Estimates and Errors. 

Municipality asset management policy does not include the following: 

1. A sequential Register of bar code labels should be maintained. 

2. Receipts and issues of labels must be recorded therein. 

3. A periodic reconciliation of the asset of labels on hand against the Register must be 
performed. 

4. The reconciliation must be signed off by the Asset Controller 

Internal control deficiency 

The control processes are not documented in the policy monitoring process and procedures 
are not routinely communicated to staff. 


Recommendation 
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Management should ensure that the control processes established are communicated and 
followed during asset verification process. 

Management response 

Finding noted, the asset management policy will be reviewed to cover the queries raised by 
Auditors. 

Name: Bheki Cele 

Position: Chief Financial Officer 

Date: 14 November 2011 

Auditor's conclusion 

Management response, however asset management policy does not include a sequential Register of 
bar code labels should be maintained, receipts and issues of labels must be recorded therein and a 
periodic reconciliation of the asset of labels on hand against the Register must be performed. 

5. MEC not informed on unauthorised and irregular expenditure 
Audit finding 

In terms of section 32(4) of the Municipal Finance Management Act, the accounting officer 
must promptly inform the mayor, the MEC for local government in the province and the 
Auditor-General, in writing, of: 

(a) any unauthorised, irregular or fruitless and wasteful expenditure incurred by the 
municipality; 

(b) whether any person is responsible or under investigation for such unauthorised, 
irregular or fruitless and wasteful expenditure; and 

(c) the steps that have been taken - 

(i) to recover or rectify such expenditure 

(ii) to prevent a recurrence of such expenditure. 

On inspection of the annual financial statements, in Note 20.1, an unauthorised expenditure 
amounting to R2, 380, 205. 00 and in Note 20.3, an irregular expenditure amounting to 
R183,687.00 was identified by the municipality, but it was not reported to the MEC for Local 
Government and the Auditor-General. 


Internal control deficiency 

The accounting officer does not exercise oversight responsibility over compliance with laws 
and regulations to ensure that unauthorised, irregular or fruitless and wasteful expenditure is 
reported to the MEC for local government. 
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Recommendation 

The accounting officer must ensure that the municipality informs the MEC for local 
government on any unauthorised, irregular or fruitless and wasteful expenditure which have 
occurred in the prior financial period as well as the current financial period. 

Management response 

Finding noted however the process of reporting is still underway since this expenditure was 
taken to municipal council on the 30*'^ of August 2011 and shortly after that auditors were in- 
house. There was no fraudulent practice or any person who was at fault. The only reason for 
the unauthorise expenditure was the fact that the number of councillors increase from 09 to 
11, and the backlog depreciation as a result of implementation of GRAP 17. This will be 
reported accordingly in the near future. 

Name: Bheki Cele 

Position: Chief Financial Officer 

Date: 15 November 2011 

Auditor's conclusion 

Management response is noted, however the unauthorised expenditure was not reported to 
MEC for CoGTA. 

6. Performance Contracts are not aligned to IDP and SDBIP 
Audit finding 

In terms of Chapter 3, section 23 (2) of the Local Government: Municipal Performance 
Regulations for Municipal Managers and Managers directly accountable to municipal 
managers states that the performance agreement is to specify objectives and targets defined 
and agreed with the employee and to communicate to employee the employer's 
expectations of the employee's performance and accountabilities in alignment with the IDP 
and SDBIP and the budget of the municipality. 

Per our inspection of the performance contracts for section 57 employees we noted that the 
performance contracts are not aligned to the IDP and SDBIP. This conclusion is based on 
our review of the performance contracts, IDP and SDBIP and we noted that in the 
performance contracts there is project title, project KPI's which we could not find in the IDP 
and in the SDBIP. 


Examples on the lack of alignment between the Performance contracts, IDP and SDBIP are 
as follows: 






Performance 



Director 

KPA 

Project Title 

Project KPI's 

contract 

SDBIP 

IDP 
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Director 

Corporate 

Services 

LED 

Community 

based 

approach on 
waste 

management 
and cleaning 

Facilitated 

termination of 

existing contract 
employees & 

appointment of 
new team for 

waste 

management and 
cleaning 

Yes 

No 

No 

Director 

Technical 

Services 

Basic Service 
Delivery 

Waste 

Management 

Refuse collection 
from the village 
and disposal at 
Oastlands Landfill 

Yes 

No 

No 

Municipal 

Manager 

Basic Service 
Delivery 

Mahlubini, 
Mthavuna & 

Celebance 

electrification 

100% project 

implementation 

Yes 

No 

No 

Chief 

Financial 

Officer 

Municipal 

institution 

Development 

and 

Transformation 

Banking 

tender 

Contract signed 
with the 

appointment 
service provider 

Yes 

No 

No 


Internal control deficiency 

Inadequate management review of the performance management process 

Recommendation 

Management should ensure that performance contract of the section 57 officials are in line 
with IDP and SDBIP for adequate management review of the performance management 
process. 

Management response 

The finding is noted, going forward we will ensure that Performance contracts need to be 
drafted according to the SDBIP to ensure alignment. These measures will be taken into 
account in the 2011/2012 financial year. 


Auditor's conclusion 
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Management response noted, however performance contracts are not aligned to IDP and 
SPBIP. 


ANNEXURE C: ADMINISTRATIVE MATTERS 


7. Late submission and payment of EMP 201 
Audit finding 

EMP 201 guidelines to employers (2011), employers are required to submit the EMP201 
declaration on a monthly basis, and make payment, on or before the 7th of the following 
month" 


During testing of employee related costs, it was noted that the July 2010 Emp 201, due on 
the 07 August 2010, was not submitted timeously. 


Month 

Amount due 

Due date for Submission 

Actual Submission date 





July 2010 

R115,106.04 

7 August 2010 

18 August 2010 


Internal control deficiency 

General information technology controls are not designed or in place to maintain the integrity 
of the information systems and the security of the data. 


Recommendation 

The accounting officer should ensure that the proper internal controls exist within the 
municipality that servers or payroll systems are working on a continuous basis and ensure 
that regular backups are made on a separate server. 


Management response 

Finding Accepted: The problem was explained to auditors. At the end of July 2010, there 
was a technical error related to the payroll system (server) which normally we used to handle 
internally. In this case the problem was impossible to solve internally and referred to Ugu IT 
unit for their help. They also indicated that they were unable to help and refer the 
municipality to the service provider, SC Data Systems, whom the problem was solved. The 
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recommendation by Auditors is not possible and affordable to implement in terms of having a 
second server as it is too costly. The backup we do have. 


Auditor's conclusion 

Management comments are noted, however management should ensure that submissions 
and payments are done within the legislated deadlines. 

8. VAT - Incorrect capturing of Vat 201 forms 
Audit finding 

In terms of section 122(l)(a) of the MFMA, every municipality must for each financial 
year prepare annual financial statement which are fairly presents the state of affairs of the 
municipality, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, it financial results and its financial position as at 
the end of the financial year. 


Vat Act: 59 Offences and penalties in regards to tax evasion. 


(1) Any person who with intent to evade the payment of tax levied under this act or to 
obtain any refund of tax under this Act to such a person is not entitled or with intent to 
assist any other person to evade the payment of tax payable by such other person under 
this Act or obtain any refund of tax under this Act to which such other person is not entitled 
to - (a) makes or cause or allows to be made any false statement or entry in any return 
rendered of this Act, or signs any statement, or returns so rendered without reasonable 
grounds for believing the same to be true; or (e) makes any false statement for the purpose 
of obtaining any refund of or exemption from tax; or 

During our audit, the following errors in VAT201 were identified 


Vat Period 

Vat amount as 

Per VAT 201 

Correct amount 

As per working 

Difference 

August 

23,075,200.00 

2,308,852.61 

20,766,347.39 

November 

82,636,030.00 

8,773,657.46 

73,862,372.54 


Internal control deficiency 

Municipality did not prepare and reviewed reliable, complete and accurate vat working. 
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Recommendation 

An independent senior official should review the Vat working performed by the third party to 
ensure reliable, complete and accurate information. The CFO must ensure that all working 
and adjustments should be reflected correctly. 

Management response 

Management is in agreement with Audit finding. We also noted that zero- rated supplies for 
the tax periods ended 31 August 2010 were incorrectly disclosed as R 23 075 200 instead of 
R 2 307 520 and for the tax period ended 30 November 2010 were incorrectly disclosed as 
R 82 636 030 instead of R8 263 603. This was a capturing error done on the return, although 
it doesn’t have any bearing in the Vat Receivable or payable, but it is noted and agreed. 

Name Bheki Cele 

Position Chief Financial Officer 

Date 14 November 2011 

Auditor's conclusion 

Management response is noted, however information was captured incorrectly on the VAT 
201 forms. 

9. Asset recorded twice in the fixed asset register 
Audit finding 

In terms of section 63(l)(a) of the MFMA, the accounting officer of a municipality is 
responsible for the management of the assets of the municipality, including safeguarding 
and maintenance of those assets, and 


(2) the accounting officer should for sub-section (1) take all reasonable steps to ensure 

(a) the municipality has and maintains a management accounting and information system 
that accounts for the assets of the municipality, 

(b) that the municipality's assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice. 


In terms of the paragraph 6.4.1 of the Asset Management Policy which states, controls 
around these asset registers should be sufficient to provide an accurate, reliable and up to 
date account of assets under their control to the standards specified by the Chief Financial 
Officer and required by the Auditor-General. 

During the physical verification of assets, it was noted that the following assets was recorded 
twice on the fixed asset register with the same asset number but only one item exists: 
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NO 

ASNUM 

ASDES 

PERSON 

PRICE 

1 

01823 

REGALIA (CHAIN MAYOR) 

MAYOR OFFICE 

25,100.00 

2 

01823 

REGALIA (CHAIN MAYOR) 

SECURITY ROOM 

22,900.00 


Internal control deficiency 

Asset count and reconciliations are not prepared on a monthly basis and reviewed by the 
appropriate level of management. 

Recommendation 

Asset count and reconciliations should be prepared on a monthly basis and reviewed by the 
appropriate level of management. 

Management response 

The audit finding and recommendation is noted. 


ASNUM 

SUB 

ASDES 

ALOC 

PERSON 

PRICE 

01823 

0 

REGALIA (CHAIN MAYOR) 

ROOOOl 

MAYOR OFFICE 

25,100.00 

01823 

1 

REGALIA (CHAIN MAYOR) 

R00031 

SECURITY ROOM 

22,900.00 

The asset 

has not been duplicated on the 

Fixed Asset Register, the “SU 

3” coulomb 


indicated with a Zero “0” refers to the parent asset where the “SUB” one “1” indicates a child 
asset. Thus a parent child relation asset is captured on the Fixed Asset Register. A journal 
will be processed to correct the error. 

Auditor's conclusion 

Management response is noted, however this mayoral chain should be recorded as two 
different assets as it's two separable assets. 


Annual Rerfbnnance Reports 


DEPARIMENT: IREASURY 

REASON 

S POR 

VARIAN 

CE 

KPA 

OqECH 

VE5 

KEY 

PERPORMANCE 

INDICA10RS 

2009/2010 

2010/2011 

MEASURE5 10 

IMPROVE 

PERPORMANC 

E 

SDBIP 

1ARGE15 

ACIUAL 

ACHIEVEMEN1S 

SDBIP1ARGEIS 

ACIUAL 

ACHIEVEME 

N1S 
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Hnancial 
Viability and 
Management 

To ensure 

sustainable 

Financial 

viability 

and 

managem 

ent 

Compilation of 
Financial statementsin 

termsof MFMA 

31 August 

2009 -ensure 

submission 

31August2009AFS 

wassubmitted 

31August2010 

31 August 

2010 

N/A 


2011/2012 Budget 
roadshows held 

N/A 

N/A 

5by30April 2011 

5 

N/A 


Date of Review of 

Debt Collection Policy 



30.09.2010 

02 J uly 2010 

& 

28April 2011 

N/A 


Capital Expenditure 
on SMME's, Youth and 

HID's 

N/A 

N/A 

75% 

75% 

N/A 

N/A 

Expenditure reports 
submitted 

N/A 

N/A 

12 

12 

N/A 


MFMA and GRAP 
c omplia nt 2009/2010 
Annual Financial 

Statements 

N/A 

N/A 

100% 

100% 

N/A 


Preparation and 
complete IMFO Fixed 
Asset Register 

31 August 

2009 - ensure 

submission 
together with 
AFS 

31 August2009AFS 
submitted with Fixed 
Asset Register 

31 December 

2010 

31 December 

2010 

N/A 


Time sc hed ule of Key 
deadlinesforthe 
2010/2011 budget 

Submit to 

council and 
Treasury 
before end of 
August 2009 

Processplan 
submitted to council 
forapproval and to 
Treasury 

N/A 

N/A 

N/A 


Unqualrfied audit 
opinion forthe 
2009/2010 financial 
year 

N/A 

N/A 

Unqualified Audit 
opinion 

Munic ipality 
received an 
Unqualified 
Audit opinion 

N/A 


Reconciled general 
ledgers 

N/A 

N/A 

12 general ledger 
reconcilia tions 
completed 

12 general 
ledger 

reconcilia tions 
complete 

N/A 


reviewed tariff policy 

N/A 

N/A 

31March 2011 

Policy 

N/A 



161 


Management report of Ezinqoleni Municipality 








revlewed wlth 

all flnanclal 
pollc lesand 
approved wlth 
budget 



Cash collected from 

customers 

N/A 

N/A 

30/06/2011 
Achlevlng 45% 
collectlon rate 

R545 610.60 

collected from 
customersflt 
approxlmately 
78% 

collectlon) 

N/A 


Revlewed MPRA 
pollcy 

N/A 

N/A 

31March 2011 

Pollcy 

revlewed wlth 

all flnanclal 
pollc lesand 
approved wlth 
budget 

N/A 


Amount Involced/ 
bllled to customers 

N/A 

N/A 

30/09/2011 
annual bllllng 
done 

R438 316.61 
bllled thlsyear 

N/A 


Debtservlce payment 

N/A 

N/A 

reportto councll 
on pollcy 
Implementatlon 

There were 
gapsln our 
pollcy and 

SVR whlch wlll 

be covered In 

the covered In 

the new 
flnanclal year 

The gaps were 
Identrfled and wlll 

be covered In the 

new flnanclal 

year 


Total revenue 
recelved from grants 
and subsldles 

N/A 

N/A 

Councll notlng all 
grantsrecelved 

R 42 170 

211.84 for 

Grantsand 

Subsldlesand 

Councll noted 

them 

N/A 


Total of grantand 
subsldlesspent 

N/A 

N/A 

reportto councll 
on grantsspent 

R 32 616 004 

whlch ls77%of 

grantsand 

subsldlesspent 

N/A 


Expedlture on salaries 
wlthln the accepted 
bracket 

N/A 

N/A 

report shows less 
than 25% 
expendlture per 
quarter 

R 8 814 660.42 

whlch ls23%of 

the Total 
Budget of R38 
671 000.00 

and It Is wlthln 
the accepted 
bracket. 

N/A 


Budget Statement 
(S71,S66,S72 reports) 

12 Monthly 
reports 

12 monthly reports 
were submltted to 
councll and Treasury 

N/A 

N/A 

N/A 
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Consolidated and 
prepare 2010/2011 
budget 

To be 

approved in 

1 une 2010 

Budgetapproved 
on 28 May 2010 

N/A 

N/A 

N/A 


Midyear(six months) 
budget statement 

Ta b le to 

council in 
) anuary 2010 

Tabled in J anuary 
with the adjustment 
budget 

N/A 

N/A 

N/A 


Adjustment Budgetfor 
2009/2010 

Table to 

council 
adjustment 
budget by 

) anuary 2010 

Adjustment budget 
was tabled to 

council on 30‘'i of 
J anuary 2010 

N/A 

N/A 

N/A 


Adoption of Draft 
Budget 2010/11 and 
related policies 

Finalised and 
adoption at 
the end of 
March 2010 

^Otti March 2010 
draft budget with 
related policies 
were adopted 

31/01/2011 

Reviewed all 
financial 
policies and 
approved with 
the budget 

N/A 


Forward the draft 
2010/2011 Budget to 
Provincial and 

National Treasury 

SOApril 2010 

09 April 2010 draft 
budget was 
forwarded to 

Provincial and 
NationalTreasury 

N/A 

N/A 

N/A 


Primary BankAccount 
detailsto Treasury 

Forward the 
banking 
details by 

March 2010 

Forwarded by the 
21May2010 

N/A 

N/A 

N/A 


Final Budget Approval 

31 May 2010 

28 May 2010 the 
final budget was 
approved 

31May2011 

28April 2011 

N/A 


SDBIP approval 

SOJune 2010 

SDBIP approved by 
30June2010 

N/A 

N/A 

N/A 


Ward Participation 
(Committee Stipends) 

Monthly 
Payment of 
stipends 

Ward committees 
are paid monthly 

N/A 

N/A 

N/A 


RiskAssessment of the 
department 

At least one 

riskassessment 

exercise 

conducted 

Provincial Treasury 
assisted the 

municipality to 

conduct risk 

assessment 

N/A 

N/A 

N/A 


Appointment of 
Banking Service 
provider 

30July2009 

Not Achieved 

N/A 

N/A 

N/A 


Appointment of short 
term insurance service 
provider 

30July2009 

The service provider 
was appointed in 
March 2010 to 
resume in J uly 2010. 

100% insurance 
coveron all assets 

New 

insurance 

service 

provider was 
appointed 
and is 

covering the 
municipal 

N/A 
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asset. 



Monitoring ofthe 
progresson va iuation 
of propeities 

30June 2010 

The vaiuation of 
properties were 

done on time 
throughout the year 

N/A 

N/A 

N/A 


Deveiopment of 
Suppiementai 
Vaiuation Roii 

30March 2010 

Compieted by 30* 
) une 2010 

31/03/2011 

SVR 

compieted R 
199 000.00 

N/A 


DoRA reportson 
grantsreceived. 

4 Ouarteriy 
reports by 30 
) une 2010 

Reports were 

compieteiy done for 
Aquarters. 

N/A 

N/A 

N/A 


SCM reportsasper 
reguiations 

Monthiy 

reportsto 

Councii 

Monthiy Reportson 
SCM were done to 

councii 

N/A 

N/A 

N/A 


Review of Suppiiers 
database 

Compiied in 
) uiy 2009 

Database review by 
30Juiy 2009 

N/A 

N/A 

N/A 


Payroii to be 
compieted timeousiy 
and accurateiy 

Before 20* of 

each month 

The payroii was 
compieteiy done 
accurateiy before 
the 20* of each 

month. 

100% 

Saiaries are 
paid out on 
the 20* of 
every month 

N/A 


Payment of creditors 
on time in termsof 

Section 65 of MFMA 
(payment within 30 
days) 

100%payment 
of creditors 
within 30 days 
orcompiiance 

Creditors were paid 
within 14 daya 

30 days on the 
receipt of the 
invoice 

Creditors are 
paid within 14 
days of 

receipt of 

invoices 

N/A 


Ensure Graap 
Conversion for 2010 
AFS iscompieted 

100% 

compiiance to 
Graap 
compuisory 
requirements 

2010AFSto be 
compieted in a 

Grap Format 

N/A 

N/A 

N/A 



164 


Management report of Ezinqoleni Municipality 


DEPARIMENT: lEC HNIC AL AND C O MMUNITY SEFVIC ES 

REASONS 

POR 

VARIANCE 

KPA 

OE9EC1I 

VE5 

KEY 

PERPORMANCE 

INDICAIORS 

2009/2010 

2010/2011 

MEASURES 

SDBIP1ARGETS 

ACIUAL 

ACHIEVEMEN1S 

SDBIP 

1ARGE1S 

AC1UAL 

ACHIEVEME 

NIS 

1D IMPROVE 

PERPORMAN 

CE 

Inliastnjctur 
e and 

Service 
Delivery 

To 

advance 

and 

facilitate 

provision 

of 

sustainabl 

e and 

productiv 

e 

infrastruct 

ure 

Date completion 
of Dakane 

Sportfield 

N/A 

N/A 

31/03/2011 

Pa rtia lly 
achieved 

close 

monitoring of 
contractor 

and 

consulting 

engineer. 

Propersite 

identification 

in future 

Increased 
projectscope 
to include 

accessroad. 
Rain weather 
delaysas 
project is 
situated at 
the bottom of 

the hiil 

Date completion 
ofVelela Sportfiled 

N/A 

N/A 

31/03/2011 

The project is 

almost 

complete. 

The variation 

orderforthe 

construction 
of change 
room is 
approved 

Resolve land 

issuesbefore 
even getting 
project 
approved by 
Council for 

MIG 

application. 

Sportfield 

scope of 

woricsto 

always 

include 

change 

rooms. 

Land tenure 

issuesand 
increased 
scope to 
include 
change 

rooms. 

Bhuka sportfield 



31.12.2010 

Notachieved 

Proper 
planning and 
Council 

decision- 
making 
before MIG 
application 

Due to 
previous 
experience of 
fandaiism on 
this site, 
Council at 
implementati 
on stage 
opted to 
identify an 
altemative 

site which 
cause project 
to be moved 
to 2011/12 

construction of 

Ndunandlela 

accessroad 

N/A 

N/A 

km of road 

complete 

d 

1.8 km 
completed 

N/A 
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1.8 km 




Constojction of 
Qashela access 
Road 

N/A 

N/A 

KM ofthe 

road 

complete 

d 

2.1 km 

2.1 km 
completed 

N/A 


Constajction of 

Phase 2 Induna 
Ndlela of D904to 

P57 

N/A 

N/A 

KM ofthe 

road 

complete 

d 

3.5km 

3.5km 

completed 

N/A 


Nobamba 

Sportfield 

N/A 

N/A 

Date 

completio 
n of 

nobamba 

sportfield 

31/12/2010 

95% 

complete 

Land tenure 

issuesto be 
resolved prior 
to project 
application to 
MIG 

■fhere has 

been a land 
tenure issue 

on the 

proposed site 
and had to 

move to 

Skanisweni 

sportfield. 

Completion of 
upgrading of 
Qhinqa AccessRd 

06/07/2009 

06/07/2009 

N/A 

N/A 

N/A 


Completion of 
Smakadeni Access 
Rd 

06/07/2009 

06/07/2009 

N/A 

N/A 

N/A 


Completion of 

Qandangwe 

AccessRd 

06/07/2009 

06/07/2009 

N/A 

N/A 

N/A 


Completion of 

1 aca AccessRd 

06/07/2009 

06/07/2009 

N/A 

N/A 

N/A 


Acquisition of 
safety clothes 

30/09/2009 

30/09/2009 

N/A 

N/A 

N/A 


Renew contract of 
the town cleaning 
personnel 

30/12/2009 

01/02/2010 

N/A 

N/A 

N/A 


Electricity- FBS: 

Identify 
benefic ia ries 

30/07/2009 

30/11/2009 

2400 

2400 

N/A 
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Paraffin and 

Candles- FBS: 
Identify 
benefic ia ries 

30/07/2009 

30/07/2009 

N/A 

N/A 

N/A 


Paraffin and 

Candles- FBS: 
Monitor 

Implementation 

process 

01/08/2009 

01/08/2009 

1000 

1600 

N/A 


Provide burial 

a ssista nc e to 

ind igentfamilies 

30/07/2009 

30/07/2009 

N/A 

N/A 

N/A 


Identify access 
roadsto be 
funded by MIG 

30/07/2009 

30/07/2009 

N/A 

N/A 

N/A 


MIG- 

Appointment of 
contractors 

01/07/2009 

01/07/2009 

N/A 

N/A 

N/A 


Waterconnection 
to Elderly: Identify 
benefic ia ries 

01/10/2009 

01/10/2009 

N/A 

N/A 

N/A 


Onsite water 

connections 

N/A 

N/A 

75hh of 

elderly 

and 

disabled 

peoples' 

HH 

connecte 

d with 

water 

onsite 

60 hh 

To submit a 

schedule to 

Councillors 
eariy in order 
to achieve 
the target 

Councillors 
delayed 
submission of 
benefic iary 
list. Ugu DM 
which isthe 

WaterService 
Authority & 
Provider 
delayed in 
meter 

connection. 

Indigent 

Roadshows 

N/A 

N/A 

5of 

indigent 

roadshows 

conducte 

d 

5 road shows 

held 

N/A 


Electrified FIFI 

N/A 

N/A 

500 HH 

electrified 

at 

Celebane 

and 

Mahlubini 

500hh 

connections 

in Celebane 

and 

Mahlunini 

N/A 


List of benefic ia ries 

N/A 

N/A 

30/06/2011 
completio 
n of 

■fhe list of 

benefic ia ries 

hasbeen 

N/A 
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registration 
of low cost 

houses 

befic iaries 

submitted to 

the Prov. 

Deptof 

Human 

Settlementfor 

approval. 



Ljqw cost housing 



300 

Notachieved 

Regularhousing 
Forum meetings 
and 

Implementing 
Agents 
compulsory to 
attend and 

submit written 
reports 

Delayson 
Department of 
Human 

Settlement 

approval 

processesand 

somewhat 

relaxed 

implementation 
programme by 
Implementing 
Agent 

Maintained Access 

Road 

N/A 

N/A 

20 KM of 

access 

road 

maintaine 

d 

22.8km 

maintained 

N/A 


HH with accessto 

free basic 
electric ity 

N/A 

N/A 

1000 HH 

with 

accessto 

free basic 
electric ity 

1600hh 

N/A 


Altemative Energy 

N/A 

N/A 

2400 HH 

benefiting 

from 

altemative 

energy 

2400hh 

N/A 


Sportfields 

caretakers 

N/A 

N/A 

3 

sportfieids 

caretekers 

appointed 

3 caretakers 
appointed 

N/A 


Functioning street 
lig hts 

N/A 

N/A 

24hrafter 
call log 
Tumaroun 

d time 
taken to 
repair 
street lights 

90% 

complete. 

■fhe street 
lights within 
Izingolweni 
CBD are 
functioning 

N/A 

Changed 
targetto not 
referto 

moments 

where 

streetlightsare 
reported and 
we fixthem but 

to a new 
projectto install 
new lightsand 
replace old 

ones. 
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Expenditure on 

MIG funding 

N/A 

N/A 

100% of 
the 

municipalit 

y'scapital 

budget 

actually 

spenton 

capital 

projects 

100% 

expenditure 

N/A 


Spatial 

Analysis and 
Environmental 
Management 

1b ciealB a 

sustainable 

physkal 

enviionme 

nt 

Waste 

Management Plan 

N/A 

N/A 

31/12/2010 

Not 

achieved 

Beyond 
control of 
municiplaity 

The plan is 
being 
developed 
by Ugu DM 
forall local 
municipalities 
& being 
delayed 
there 

Izingolweni C BD 

landscaping 

improvement 

N/A 

N/A 

30/06/2011 

20% 

complete 

The 

recaritment of 

local labour 
during 
elections 
when 

councillors 
were in 

recess. fhe 

local labour 
hasbeen 

recarlted 


Constajction of 
Izingolweni Trade 
centre 

N/A 

N/A 

30/06/2011 

No progressin 
thisproject 
due to land 

tenure issue 

To develop 
local area 
plan and 
involve 
Ingonyama 
Tarst Board to 
identify new 
sight 


Constajction of 
public toiletsin 
Izingolweni C BD 

N/A 

N/A 

30/06/2011 

The 

contractor 

hasbeen 
appointed 
butthere are 
problemsin 
the proposed 
sight 

Need to 
identify new 
site. 


Constajction of the 
community parkat 

N/A 

N/A 

30/06/2011 

The projectis 
on tendering 

There has 

been a iand 

tenure issue 
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izingolweni CBD 




stage 

butthe new 

site hasbeen 
identified 
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DEPARIMENT: CORPORAIE SERVIC ES 

REASONS 

KPA 

OEt|ECllV 

KEY 

2009/2010 

201G/2011 

MEASURES10 

POR 

VARIANCE 


ES 

PERPORMANCE 

INDICAIORS 

SDBP 

1ARGE1S 

AC1UAL 

ACHIEVEMEN1S 

SDBP 

1ARGE1S 

AC1UAL 

ACHIEVEMEN 

15 

IMPROVE 

PERPORMAN 

CE 

Municipal 

tiansibmiation 

and 

inslitutional 

development 

1b ensuie 

developmen 
t of human 
capHal and 
peilbnnance 
managemen 

t 

Ensure that the 
librarian; assistant 
librarian; Youth and 
Special Programmes 
Manager; Project 
Manager; 

C ommittee C lerk a nd 

2 Finance Intemsare 
employed 

30June2009 

Librarian and 3 

finance intem 
employed 

N/A 

N/A 

N/A 




Development of 

10/11 WSP 

30May 2010 

Still pending 

30May2011 

Achieved 

28April 2011 

N/A 

N/A 



Development of staff 
training plan 

30 September 
2009 

Plan developed 
and incorporated in 
the WSP 

N/A 

N/A 

N/A 




Developmentand 
adoption of 
procedure manual 
on the recruitment 

and termination of 

staff members 

30 September 
2009 

Procedure 
incorporated in the 
policies 

N/A 

N/A 

N/A 




Workshop procedure 
manual on staff 

recruitment and 

termination 

30 September 
2009 

Workshops 

conducted 

N/A 

N/A 

N/A 




Organise workshop 
on relationship 
between 

managementand 
trade unions 

31 December 

2009 

Still pending 

N/A 

N/A 

N/A 




Organise training of 
management on 
disciplinary 

31 December 
2009 

Still pending 

N/A 

N/A 

N/A 




Development and 
approval of disaster 
management plan 

30 September2009 

Still pending 

N/A 

N/A 

N/A 




Ensure that pending 
staff member 

disciplinary processes 
are completed 

30 September 
2009 

One enquiry 
concluded 

One enquiry 
pending 

N/A 

N/A 

N/A 




Ensure that pending 
staff member 
disc iplinary processes 

30 September2009 

one enquiry concluded 

N/A 

N/A 

N/A 
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are completed 


one enquiries pending 





Distribution of section 

80 committees 
agendas3 days 
before a meeting 

SOJune 2010 

ongoing 

N/A 

N/A 

N/A 


Distribution of Council 
agendas? days 
before a meeting 

SOJune 2010 

Ongoing 

N/A 

N/A 

N/A 









Distribution of 
resolutionsB days 
aftera meeting 

SOJune 2010 

Ongoing 

N/A 

N/A 

N/A 


Ensure declaration of 
interests by 
Councillorsand staff 

members 

31July 2009 

all declarations received 

exceptforthree 

N/A 

N/A 

N/A 


Workshop Councillors 
on theirrolesand 
responsibilities 

31Man:h2010 

Wor1<shop conducted by 

DLGTA on 30 September 

2009 

Wor1<shop conducted on 

23-24 March 2010 

N/A 

N/A 

N/A 


Develop ICTPIan 

31 December2009 

stiil pending 

N/A 

N/A 

N/A 


Acquisition and 
installation of server 

31 December2009 


N/A 

N/A 

N/A 


Ensure thatall staff 

memberswho uses 
computers have 
computers 

30 September2009 

All staff membershave 

computers 

N/A 

N/A 

N/A 


Ensure appointment 
of Service Providers 
forSecurity Services 
10/11 FY 

30June 2010 

N/A 

N/A 

N/A 

N/A 
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Ensure employment 
of the Protection 

Services 

Superintendent 

still some 

discussionsarDund 

this position 

N/A 

N/A 

N/A 

N/A 


Report to 

Management and 
Council on financial 
operationsof the 
Protection Services 

Management 

meeting held on 26 

October2009 

N/A 

N/A 

N/A 

N/A 


Ensure renewal of 
Munic ipal vehic les 
disc licenses 

Licencesrenewed 

N/A 

N/A 

N/A 

N/A 


Ensure completion of 
the leanerslicense 
investigation 

Investigation 

compieted 

N/A 

N/A 

N/A 

N/A 


Ensure re-opening of 
Ezinqoleni leaners 
licensestest centre 


N/A 

N/A 

N/A 

N/A 


Approve municipal 
adverts 

ONGOING 

N/A 

N/A 

N/A 

N/A 


Ensure legal inputsto 
munic ipal contracts 

ongoing 

N/A 

N/A 

N/A 

N/A 


Numberof EAP 

programmes 

conducted 

N/A 

N/A 

4 

0 

Lackof capacity 
so the 

responsibility has 
since been 

added to the HR 

officer 


Date completion of 
EAP impact report 

N/A 

N/A 

30/06/2011 

0 

Lackof 

capacity 


%of the 

munic ipality'straining 
budget spent on 
implementing the 
workplace skillsplan 

N/A 

N/A 

100'% 

75% 

In availability of 
training courses 
and accredited 
service providers 


Date approval of the 
workplace skillsplan 

N/A 

N/A 

31/05/2011 

31/05/2011 

N/A 
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Date of approval of 
reviewed 2011/2012 
organogram 

N/A 

N/A 

31/03/2011 

partially 

achieved 

28April 2011 

Review 

organigram for 
medium to long 
term aspartof 
IDP strategic 
planning 

Mindful of 

Council end 

of term & new 
5 yearlDP to 
be developed 
in 2011/12 



Numberof labour 
relation programmes 
conducted 

N/A 

N/A 

2 

1 election of 

the union 

shopsteward 

heid on 

16/02/2011 

Ensure during 
establishment of 

committeesfor 

new Council 

thatCouncil 
representatives 
forLocal Lobour 

Forum are 
appointed 

Poor 

coordination 

on the Union 

side 



Date approval of IT 
stra tegy 

N/A 

N/A 

31/12/2010 

0 

Lackof capacity 




Numberof ITcases 

resolved asa %of 

total numberof cases 
reported 

N/A 

N/A 

90“/c 

90%serverand 

intemet 

connections 

N/A 




Time taken to 
respond and attend 
to ITcasesreported 

N/A 

N/A 

Within 48hrof 

the time of 
reporting 

within 24hr5of 

the reporting 

N/A 




Numberof Batho 

Pele Change 
Management 
workshops 
conducted 

N/A 

N/A 

4 

1 training heid 

on 04/03/2011 

N/A 




Date of 

establishmentof 

Batho Pele 

Committee 

N/A 

N/A 

30/09/2010 

N/A 

N/A 




Date of approval of 
Service Commitment 

Charter 

N/A 

N/A 

30/09/2010 

N/A 

KPI deferred to 

the next 
financial year 




%of staff members 
with name tags 

N/A 

N/A 

o 

o 

1— 1 

100% 

N/A 




Date of completion 
of customer 
satisfaction survey 

N/A 

N/A 

31/12/2010 

0 

KPI deferred to 

the next 
financial yr 




Date completion of 
training for 
management on 
disc iplinary matters 

N/A 

N/A 

30/09/2010 

30/09/2010 
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Numberof OHS 

programmes 

conducted 

N/A 

N/A 

4 

0 

Targetdeffered 
to future years 
once HR 
capacity 
improved 

Lackof 

capacity 



Time taken to 
distribute agendas 
before a meeting 

N/A 

N/A 

5 days 

5 daysbefore 

Counc il 

meeting 

N/A 




Tumaround time 

taken to distribute 
minutesof meetings 

N/A 

N/A 

5 daysafter 
the meeting 

5 daysafter 

meeting 

N/A 




Tumaround time 
taken to update 
minutesbooks 

N/A 

N/A 

2 daysafter 
adoption of 
minutes 

2 daysafter 

meeting 

N/A 


Good 

Govemance 

1b piomote 

loleiance 

peiseiveien 

ce and 

paiticipation 

in 

developmen 

t 

Numberof disaster 
management 
initiatives 
impiemented 

N/A 

N/A 

5 

5 

N/A 



Tumaround time 
taken to respond to 
disastercases 

N/A 

N/A 

24 hr of call log 

24hrlog call 

N/A 




Numberof risk 
management 

awareness 

campaignsco- 

ordinated 

N/A 

N/A 

5 

5 

N/A 




Numberof disaster 
management 
workshopsco- 
ordinated 

N/A 

N/A 

2 

poor 

attendance 

on the side of 

municipal 

offic ia Is 

Conducting s 
follow up 
workshop 




Numberof municipai 
officiaistrained in 

effective disaster 

response 

N/A 

N/A 

2 

Offic ialsfailed 

to attend the 

workshop 

Conducting a 
follow up 
training 




Numberof disaster 
management 
voiunteers rec ruited 

and trained 

N/A 

N/A 

25 

75 

N/A 

N/A 



Adoption of 
integrated year 

N/A 

N/A 

31/07/2010 

15/12/2010 

N/A 
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planner 
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Numberof local 

contractor 

development 

workshops 

conducted 

N/A 

N/A 

2 

N/A 

Develop LED 
Strategy. 
Grant 
hunting for 
additional 

staff 

Staff 

shortage 

Numberof 

households 
benefltlng In one 
home one garden 
campalgn 

N/A 

N/A 

500 

0 

Explore 
budgeting as 
depending 

on 

department 
of Agriculture 
to work with 
municipality 
didn’t work 

Lackof 
funding and 
unwillingness 
of 

Department 
of Agriculture 
to assist 
municipality 

Facllltate job 
creatlon In every 

LED project 

30/06/2010 

Ongoing 


1 ob 

opportunitiesare 
created through 
munic ipal 
projects 
happening on 
the grpund 

N/A 


Ensure local beneflt 
In every LED project 

30/06/2010 

Ongoing 

N/A 

N/A 

N/A 




Numberof jobs 
opportunltles 
created through the 
munlclpallty’s LED 
Inltla tlves Incl 
capltal projects 



100 

45 

Introduce 

EPWP 
reporting 
requirement 
forall future 
c a p ita 1 
projects 

Poor 

reporting & 
not having all 
EPWP forms. 

Also limited 
c a p ita 1 
infrastmcture 
grant (MIG) 
and 

therefore 

projectsto 

present 

opportunities 

Municip 

ai 

Tiansibr 

mation 

and 

Inslitutio 

nal 

To ensure 
developme 
nt of human 
capital and 
performanc 

e 

manageme 

Development of 

Munclpal 

Tumaround Strategy 

30/06/2010 

done 

N/A 

N/A 

N/A 


Conduct 

IDP/Budget Road 
shows 

30/04/2010 

Complete 

10 

13 

N/A 


% increase in the 
2010/2011 IDP 

assessment score 



7% 

Achieved 

N/A 


Adopted 2011/2012 
IDP ProcessPlan 



31August2011 

Achieved 

N/A 


Number of IDPRF 
meetingsheld 



4 

1 

Re-establish 
IDPRF & 

reconsider 
composition 
& a ssista nc e 
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Develop 

ment 

nt 






with transport 
fare 


Date completion of 
IDP 2011/2012 

Annual Revoew 



30.05.2011 

Achieved 

N/A 


Number of IDP 
advertsachieved 



4 

Achieved 

N/A 


Number of 

Performance Audit 
Committee 
meetingsheld 














Align PM^SDBIP 

objectives with 

those of the IDP 

30/05/2010 

Done 

N/A 

N/A 

N/A 


Submit SDBIP to the 
Mayorwithin 14 
daysafterbudget 
approval 

28June 2010 

Done 

N/A 

N/A 

N/A 


Advertise IDP for 21 
days for public 
comments 

30/06/2010 

Done 

N/A 

N/A 

N/A 


Date 2010/2011 PMS 

frameworkplan 

adopted 



31/07/2010 

31/07/2011 

N/A 


%implementation of 
PMSFra meworkPlan 



O 

o 

1 — 1 

100% 

N/A 


Date performance 
indicatorstabled to 

releva nt 

committeesfor 

commentsie. LED 
and planning 
portfolio comittee 
and IDP RF 



31/05/2011 

31/05/2011 

N/A 


Numberof Section 

57 performance 

agreements 

concluded 



4 

4 

N/A 


Date advertised 
2010/2011 Section 

57 performance 
agreementand 
2010/2011 SDBIP on 
the municipal 
websites 



31/08/2010 

31/08/2010 

N/A 


Date of approval of 
2010/2011 SDBIP 



31/08/2010 

27/07/2010 

N/A 
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Numberof 
performance review 
meetingsheld 



4 

4 

N/A 


Date Section 72 
performance Mid- 
yearreview held 



31/01/2011 

24/01/2011 

N/A 


Date of 2009/2010 
Annual Report 
processplan 
adopted by 
management 



31/08/2010 

31/08/2010 

N/A 


Date submission of 

2009/2010 draft 
annual reportto AG 



31/10/2010 

15/10/2010 

N/A 


Date tabled Annual 
Reportto Council 



31.01.2011 

31/01/2011 

N/A 


Date adopted 
2009/2010 Annual 
Report 



31/03/2011 

31/03/2011 

N/A 


Date stakeholder 
meeting held to 
review MTAS 



30/03/2011 

N/A 

N/A 


Date Review 
Tumaround Strategy 
adopted 



30/05/2011 

N/A 

N/A 


Submit final IDP 

review to council for 
adoption 

30/06/2010 

Done 

30/06/2011 

28April 2011 

N/A 




Date of approval of 
SDF&LUMS 



31.12.2010 

25J anuary 2011 

N/A 




Date approval of 
Environmental 

Framework 
Assessment Report 



31.12.2010 

25J anuary 2011 
(part of 
SDF/LUMS) 

N/A 



DEPARIMBNTT: MAYORSOFHCE 
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DEPARIMENT: MAYORSOFHCE 

REASONS 

KPA 

OE9EC1IVES 

KEY 

PERPORMANCE 

INDICAIORS 

2009/2010 

2010/2011 

MEASURESIO 

IMPROVE 

PERPORMAN 

CE 

FOR 

VARIANCE 



SDBP 

1ARGE1S 

ACIUAL 

ACHIEVEMENIS 

SDBIP 

1ARGE1S 

ACIUAL 

ACHIEVEMEN1S 



Organize SportsDay 
forpeople living 
with disabilities 

30/09/09 

StressManagement 
workshop setfor27- 
28April 2010 

31/12/2010 


N/A 




Provide capacity 
building forthe 
disabled 

30/09/09 








Organise Senior 
CitizensSports Day 

30April 2010 

The event was 
sponsored by the 
Department of 
Sports& Recreation 
and washeld on 
24/04/10 

30/05/2011 

N/A 

N/A 




Identify stakeholders 
to constitute the 
rightof the child 

30/09/09 

Termsof reference 
have just been 
developed at a DC 
level. 

N/A 

N/A 

N/A 






Implementation 

happensthrough 

NGO's. 





Good 

Govem 

ance 

To promote 
tolerance 

perserverence 

and 

participation 

Capacitate support 
groups 

30/0/10 

Workshopsfor 
support groupsheld 
on 14,15 and 16t'i 
April 2010 at 
Thembalesizwe 

Clinic, St Petersand 
Izingolweni clinic 

N/A 

N/A 

N/A 



in 

development 

Launch of Youth 

Council 

30April 2010 

Completed 

N/A 

N/A 

N/A 




Conduct road 

showsto market 

YAC 


Serviceslevel 
agreement 
terminated with UYF 







Inductyourcouncil 


Youth Council 

induction set for 10 
April 2010 
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Organize Career 
exhibition day 

Organize Drug 

Abuse awareness 
campaign 


Thisitem wiii be 
reported on in the 
nextquarter 

Substance and Drug 
abuse summit heid 
on 19 February 2010 





Induction of Gender 

forum 

Organize women in 
businesscapacity 
buiiding workshop 

30/09/09 

30/06/2010 

Ongoing 

GenderStrategic 
workshop heid on 
8&9Aprii 2010 at 

Oslo Beach 

N/A 

N/A 

N/A 


Numberof ward 

committee 

meetingsheid 



60 

46 

N/A. 

Difference is 
mainiy due to 

1 une meetings 
due to new 

Councii term & 

reestabiishment 

processforward 

committees 

N/A 

Mayorai Games 

28May 2010 

Ongoing 

30/06/2011 

N/A 

N/A 


Mayorai Cup 

28May 2010 

Ongoing 

30/06/2011 

Achieved 

N/A 


FIFA 2010Wor1d cup 

) une/J uiy 
2010 

Compiete 

N/A 

N/A 

N/A 


Numberof 

stakehoider 

mobiiisation 

initiativesi 

mpiemented 

N/A 

N/A 

6 

6 

N/A 


Numberof Mayorai 
radio slotsorganised 

N/A 

N/A 

A 

1 

Suffic ientiy fund 
the activity or 
reduce the 
targetto fit 
budget 

Limited funding 
aiiocated 

Numberof 
marketing and 
promotions 
initiatives 

N/A 

N/A 

A 

4 

N/A 
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implemented 







Aproved reviewed 
Ward Committee 
Policy 

N/A 

N/A 

31/12/2010 

Deferred to 

2011/2012 

N/A 


Date ward 

committee sub- 

structures 

established 

N/A 

N/A 

31/10/2010 

Deferred 2011/2012 

N/A 


Numberof rolesand 
responsibility civil 
society workshops 
held 

N/A 

N/A 

2 

Deferred 2011/2012 

N/A 


Numberof political 
oversight workshops 
forCouncillors 

conducted 

N/A 

N/A 

2 

N/A 

N/A 


Da te SC 0 PA 

established 

N/A 

N/A 

31/12/2010 

N/A 

Moved to 
corporate 
servicesoffice 


Numberof intemal 

and extemal 

communication 
stra tegies 
developed 

N/A 

N/A 

2 

2 

N/A 


1b piomote 

social 
cohesion 
thiough the 

Date Local 
KwaNaloga Games 
held 

N/A 

N/A 

30/09/2010 

30/09/2010 

N/A 

N/A 

sustainable 

social 

amenities and 

“/oupdated artand 
culture database 

N/A 

N/A 

30/06/2011 

30/06/2011 

N/A 


ancillaiy 

progiammes 

Date WinterGames 

held 

N/A 

N/A 

30/06/2011 

No datesreceived 
from Ugu 

N/A 

WinterGames 

are held at 

local level in 
preparation for 
district level 

WinterGames 

which in tum 

becomesa 

selection 
platform for 
SALGA KZN 

Games. Due to 

financial 

constraints 
faced by Ugu 
DM, they called 
off the games 
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Date Career 

Exhibition heid 

N/A 

N/A 

30/06/2011 

20/11/2010 

N/A 


Date Aicohoi and 
Drug abuse 
campaign 
conducted 

N/A 

N/A 

31/12/2010 

Not done 

N/A 


Numberof Youth 
Entrepreneuriai 
deveiopment 
programmes 

conducted 

N/A 

N/A 

2 

5 

N/A 

N/A 

Numberof youth 
attending annuai 
future ieaders 

conference in DBN 

N/A 

N/A 

30 

30 

N/A 


Date Youth Day 
heid 

N/A 

N/A 

30/06/2011 

18/06/2011 

N/A 


Date human right 

workshop 

conducted 

N/A 

N/A 

31/12/2010 

31/12/2010 

N/A 


Date Disabied 

PeopiesSportsDay 

heid 

N/A 

N/A 

31/12/2010 

Not done 

Reaiistic budget 
aiiocation 

With budget 
we had, only 
managed to 
purchase 
promotional 
material only 

Numberof 

wheeichairs 
acquired for 
disabied peopie 

N/A 

N/A 

5 

0 

Improve 
planning by 
having only 
adequately 
budgeted for 
targets 

No funding 
allocated to 
thistarget 

Date SeniorCitizens 
Sport Day heid 

N/A 

N/A 

30/05/2011 

Achieved 

N/A 

N/A 

1b enhance 
and piomote 
fight against 
hlV and AIDS 
and other 

deaseases 

Numberof HIV and 

AIDSprogrammes 

impiemented 

N/A 

N/A 

A 

1 

Fill vacanciesin 
the Special 
ProgrammesUnit 
& relaunch Local 

AIDSCouncil 

Ineffective 

LocalAIDS 

Council due to 
it being a multi- 
stakeholder 

forum and 

therefore not 
easy to 
coordinate. 

Also staff 
shortage in the 
unit 
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Aproved youth 
Integration Pian 

N/A 

N/A 

30/08/2010 

Not done 

N/A 




Numberof chronic 

d isea ses a wa reness 

campaigns 

organised 

N/A 

N/A 

2 

Not done 

N/A 


Munic ip 
ai 

transfor 

mation 

and 

institutio 

nai 

deveio 

pment 

1b ensuie 

development 
of human 

capHal and 
perlbmiance 
management 

Numberof trainings 
forCDW'sand civii 
society 

organisa tionson 
Locai govemment 
conducted 

N/A 

N/A 

2 

1 workshop heid on 

Nov 2010 

N/A 

N/A 


184 


Management report of Ezinqoleni Municipality 


Over Sight Report 


185 


